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Conoren of t|ie tHnited l^tateo 

JOmiac ot fttpmciitatftiii 

OFPICi OF THt fllFUBUCAN WHIP 

«i«Kiiftni.M 20519 


Miich4, 1994 


Hononble Tboam Foley 
Spmker 

U.S. Kouw of R^ctfentativet 
WiihingtoQ. D.C. 20515 

Dear Mr. Speaker 

I am beoomini inoteaiinily txoubled about tho giowiAg twill of media nporti 
lurrounding the event! idited to the Whitewtter invesdfi^ tnd the iavolveiBcnt of key 
Adminimiioo official! in them. Bveoti am unibUUnf at a pMo which makea It all the mece 
Impei^ve that the CooKrett cany om itt Coogietdomd ovtt^^ It la a matief of 

gmtt bonoem m iM that, deiplta lepeafed raqiieiti, i» heaihi|i hive been heU la die Houaa of 
Rcpfcacaialivea reladna to the eventi aurrounding the Whitewater atnialioii. 

The time fbr ut to begin to medfy ihi! lUuation and exerciae our myon rib i U ty la kng 
ovenltie. I leapectfhUyfequeit that you convene a h^aitiaBiCoiiireailoiialleaiiteihipiM 
M 8000 tt po^hte early nem weak 10 that we can begin diacuadag how heat wel can fhUUI our 
CooalitutioBal obligationi. 

Thank you very much. 1 look tbcwaid to your eapeditioua fo^onae. 


Stncca^yf 
Nbwt Oingiridi 
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Idnitd ^t&tu Senate 

WASHINGTON. DC 20610 


March 2. 1994 


X000867 

W,„ y..^^ 

fCdp.rj rt 

iI.a/vm 

Crec'^Y^ r 

^ ,-e* 

Pr. 


The Honorable George J. Mitchell 
United States Senate 
Washington. D.C. 20510 


Dear Mr. Lead nr r 


Wc ore writing to inforna you that wa will object to any agreement seeking consent 
to proceed to the nomination of ^cki R. Hgert. President Clinton's nominee to chair the 
Federal Deposit Insurance Corporation, until the Sonata Banking Commirtea h.'ts an 
opportunity to thoroughly examine the Resolution Trust Corporation's handling of its civil 
investigation into Madison Guaranty Savings and T^an. 

As you know, the Acting Chief Executive Utticer of the RTC, Roger Allman, / 
recenMy df«dcwed that he sought a meeting with White House nfRdals to give them a 
"heada-up" on the RTC's investigation. Ne^ess to say, such a meeting is highly 
improper and roioco very real questions ahnnt Mr. Altman’s impartiality and the alleged 
independence of the investigation. Specifically, why were Harold iekes and Margaret 
Williams present, lu addition to White House Counsel Bernard NuRuhaum? According to 
the Washington Post. Mr. lukes the Deputy Chief of StafT, is responsible for Whitewater 
"damage control". Ms. Williams, Chief of SUiHToi Mrs. Clinton, had previously 
partidpatAd with Mr Nussbaum in searching Vincent Foster's ofRce and sending all or 
some of the materials to David Kendall of Williams and Connally who is representing the 
Resident and Mrs. Clinton. 


We believe public hearings are required to explore these and other questions 
involving the attendance of political operatives at the White House in briefings by the 
head of a supposedly independent agency on matters i.hat have nothing to do with the 
Executive Office of the President. 


We regret having to delay the Senate's consideration of Ms. Tigerfs nomination. 
Ncvorthelees, the American people deserve to have confidaiMM that the RTC conducts its* 
important business in an independent and impartial fashion. A Congressional bearing is 
an appropriate forum in which to ezamino the important ethical and regulatory isuues 
raised by the Altman- White House meeting. 



.Sincerely. 





cc: The Honorable Donald Hie^Ie. Jr. 
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RPC 

RESOLUTION TRUST CORPORATION 
Resolving The Crisis 
Restoring The ConfMence 


March 3, 1994 


The Honorable Donald W. Riegle, Jr. 

United States Senate 

105 Diiksen Senate Office Building 

Washington, D.C. 20510 

Dear Senator Riegle: 

As you know, I testified before your Committee last week in connection with the semi- 
annual Oversight hearings on the RTC. 1 was asked about any contacts which I had with 
rqnesentatives of the White House on RTC matten and described a meeting which 1 had. 

1 would like to expand the r ecord as follows. First, to the best of my rec o llection, no non- 
public information was provided on this case to representatives of the White House during 
that discussion. Second, it is my understanding that RTC staff had already had discussions 
with Senator D* Amato's staff on statute of limitations issues. Third, the Treasury General 
Counsel, who also attended the meeting, has advised me that before that meeting she sat 
down with this Dqartment's designated Ethics Officer. She informed him of the purposes of 
the meeting and asked his view. He advised her that he saw no problem. 

In short, there was no discussion whatsoever on the substance of this case. That's because I 
never have had, nor have, any knowledge of the substance. I have received no documents in 
that n^aid, nor otherwise received any information on the substance of this matter. 



901 im StT9t. NW Wmshhglon, DC 20434 
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TkU tnauertpt has not y*t bttn ehtcM agoiiut vidooiam 

ondeannoitforthatnaooiubsguamaotdaMioaeeuneyof 

9Ptaktrt and §p$lUni ofnanm, QfU) 

CHARUB ROSE tVanscript #1066 

MAroh 8» 1M4 

Wliitelbiwe Chief of Staff Mack 
McLarty 


Sir. MeliARTY: ...veiyniit and eftMAilow^ and that wu 
0B« of tha poiBia I waa tiying to maka tarilar, in ttnu of 
tho ohiaf of atalTa Joh. That mknacspe. that acratlny. tha 
inibrmation that paopla gat now abaut tha political proaaai. 
ia much, much hnadar than it wu iivt. 10, 16 yaait ago. 
And talldiig to wma of my powiacaisor^ 
any intarvlawa dnrin|thtir tanura aaebiaf of atalT. That^ 
one oT tha dramatic changes. So that’s Just one of tha 
conplaxitiaa. tha realitlaa that you have to deal with, but I 
would much rather look at tha aubataatial and 
hndamantal pfrograts that’s boon made hraaking ghdloek, 
gatUag a budget paaaad, getting tha dafkit down, paasiag 

NAFTA to opau up markata. Those art tru^ important. 
ROSE: I want to talk about that, and 1 want to talk about 
the aconoBsy, and 1 want to talk about tha/iMiiikfliilibhtA- 
but just at^ with mo, in tarasa of Wfaitawater. A1 Hunt, 
writing in todays 

Mr.HoLARfnT: Vary ftna journalist and aomaena I Uka 
andreapaet. 

ROSE: Lot ma tall you what ha laid on MioohSnL 
^.MoLABTT! Wdl, 1 raadltsaralUlbrthUBsoniii^ 
ROSE: KaaaiA’IfWUtawatoristobaonhraa 
anharraaaraant, lathar than a esncar that oata sway at tha 
Praaidont’t cradMity. thraa atapo ara in cudar. )dr. 
Nuaabaum, a nioa man and an abla WiU Stiaat lawyer, 
must bo roplaead. Aamall Whitewatartaam must ba 
formed to daal with tha intneadiaaf the scandal, aa Whila 
Kouaa hopaa that it wouidrseada aflarappoiniawatofMr. 
Fiaka kaTsn^ aittarialisad.” aad th^, ho aaid, "SonMooi 
mum toll Mil. CUntonthataba’aeauaingalotoftha 
problema and that continuing thiaatansthingB ter maia 
itt^brtant to har,” auchas har rola in tha haaltheara 
dahbaraUons. And what do you think about Uda? A lot of 
paopla aaying that Mr. Nnaahanm, who has aaan to ba 
oonnsctad to a lot of theaa isauaa, probably ought not ba tha 

Presldant'a chlor lewver. 

Mr.MdLAinrr: think Bamlt Nuasbaum la a 

lawyer of distinction. Ha— 

ROSE; A aawy ooadooa. 

Bfr.Md«ABlT: — aaho— I vram— imtiwantto 
undarsoora that. Ho has btan viiy loyal and aupportivt of 
this presldant. Ha haa boon tha ptraon that ras% waa at 

the ibraftont of rseomiatndlng Mr. Freahfor tha FBI, 
Juetiee Olneberg for th* Supreme Court. So I think we 

oced to balanot thin ledger out. I think, again, youYa going 
to MO theaa taauaa in the Jeoi two or thiuo aihBiaiatratlona, 
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rogardlasa whether they be RepubUoaa or Democratic. 
Thaaatypoofusuiseomoup, aadthoienibeeoBBa 
centroveray. and soggeatlona of this typo WiU bo madoL 
ROSE: It’a not tha flrat tima thiahaa bean Bsadi. 1 mean, 
this ii really a question that eontiauH to ariaaboauae 
ovury time you here thcMblipo like thie, with nopoct to 
the appooianea of iropropriity. feroutalkj. 

Itat MeLARTir: Ym. that'a Impoiteat Ko. that’a 
hnportant 

RIME: Whether it hsa to do with snoviiig eow e 6S§ from 
Vines Fostar’a offlea and sending it ever to the PMaidant'a 
attonuy, or whaiowar it heppens to bo, that you endup 
with thM cello for Mr. NuMbanmfo reoignabwa. lethat 
under oonaidaralioa? 

Bta.MeLARTY: Wall, 1 think that's the Pieoidont*a 
dtciaion. Ho'a axproaeod confUenca in Beraia Nuaabaum. 
IVa ipoken to eomo of the reaeoae that ho foela f .m 

of fionildenco. 1 think eleo, going back to the Whlt#%valer 
isaue, Charlie, youUraeall tht daciaion waa msds first to 
be eaiy iUll la diadoeurs of doeumonaa that wwi ghfSB to 
tlKfuitlalkputmnt,iadktmu]uktKor»- 

ROSE: But— okay, go ahead. 

Mr* McLARTY: — plsaas, baeauaetUo b animportaat 
poins. la the Justioo Department, thsit weci carsar Joatlos 
prosacuton that wan cluuiod witatlm reapoiwibility of 
tho Whitewater mattor. and than tha naxt mp waa w 

moTO— tlus was thought by acnio not cnou^ alUiinigh 1 
think you can B»ko a vary strong ease that with BO 
cndibto avidsncf. no spe^ eluugos, that waa BBoia than 
enough stapa. But lat a taka it to tha nsKt atop on tlm 
apanal counatl, which waa eallod for and ulttmataly waa 
done^ with a vary reapected roan, Mr. FUko, wbsa Tvs not 
ffltt. Sol think thit'a where the Whltewacor mattor nsta I 
think Ifyott go to the particular moiflngi, you will IhM 
that tha ethita oiTke from tha traasttiy, agaia, a caiaar 
poiaoB, thought that meeting wee tota^ pnpv. 

ROSS: ButMr.AltBsaaaayshexagroiaiL 
Mr.MoLABTY: And lthij^thePnaidttttdoaa.too.1 
think in 6& do. 1 tMnk you laM k Juit 1 tldak WO 

Itova to bo very judleioua, my caia^ in any avsit rssMlt 
appearanco of impropiisiy about roattoft snob as OwM. 
and we certainly vdU mako ivoiy affoit to oomiinu to do 

that That dote nro Btotib CharUe, that wo wm do tUito» 

in fveiyDiura oytajust righ^ aiul partkutariy 
perhipi have a dUTercnt view about oartaiiipliQoMphiei 

end p^tieel imtiativei. 

ROSE: ThoHouaeofItopMieiitatifteaBdtba8aiiats.on 
the Bopubliean sida. ara in upraer over thia You hevt 
Robert Dole and Newt Oingrleh oalUng for all kiadeef 
thlngB, and comparing^ 

Mr.lfisLARTY: Wall, you knew^ 

ROSE: — and Irealbe that’a poiitMa, but they aaem to say 
there's a ooremp gobig on here and that tbarda anethisd 
lapaa, and calling for Senator Biagb^ a Dsnsocrat, to 
sogagt in a— haaxinga on tho part of the Senate Bankbg 

Committea. 

Mr.MoLARTY: Now. Cherlie.thst'anothlaa— tbetfo 
notMng new. Tbo truth ia that maidbaM of the BaakliV 
Committeo. including Senator D^Amato’eetafteawoUea 
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Smutor Rieflt*k tfairtnd. 1 b«Uav«, othon. W 0 M brkfw^ 

tht noM infonBAiion, all of which waa in tha public raeonL 
Tha poliit ia, waVa pot to ba aaiy caralhl and judidoiaa 
about any appaarance of impropriety, hut I would alao acta 
that aoBM of tha aourcaa art paopla, and people of fraat 
raipact, that ara now uUdng about thia, alao had 
auQifltad a ipacUl eounioh if it wai a panoB ofdhlaelivity 
and diatlaotJon. that that wua tha right way to **«»*^»* thia 
maltar. and that'i pradaely what waNw dona. 

ROSE: A1 Hunt to give my odlaagaa a eradit, pointa 

ottU- 

Mr. MoLARTY: And A1 can appradata/crottCBlh/. 

ROSE: — andcaxCaialy givchim a lotofalritoiahcrttbut 
ha pointa out what a IcA ^ paopla havt aasd. Xn manyeoooa, 
\httm inatiBoaa of thinga UIco thia, thaco'a aora-> thwah 
nuBw blami in tha way it*a handlad than whatever waa 
aUagad in tha firat place, whatovar the maiito of tha 
allagationa. 

Mr.MeLABTT: That— and that point laa good ona. Ha 
mahaa that about aavaral of the White Kouaea, not juat— 
ROSE: yaa.K8Baredoea. 

Mr. MeLARfnr: —okay, notJuatferotafoiA/. 

ROSE: And ia it poaaibla that. 1 mean, do you and doaa 
tht Praaidant albw that thia thing's been hurfiwrf badly? 
Mr.BleLAKl*y: Oh. lihi^inratroapect,Charlla, thara'i 
a munbar of thinga that you would alwaya do diffarandy. 
ROSE: Nothing to do with tha merits of H. 

Mr.BfeLARfY: 1 undaratand. I undaratand. 

ROSE: And 1 know that tha WhitaKouaa and you baliava 
that nothing hai been done wrong hare— 

Mv.BSoLABTy: And tWa right. 

ROBE: — but it'a bean handled badly. 

Mr.MeLARIY: Well, I think "badly.” l*hi not aura I 
would quha— 

ROBB: Ghoeaa your own word. 

Mr. MoLARTY: -^erofe(alA/worda|btttlih|nh,ia 
ratroapect. yon would do soniething dlffarenl^, you might 
hnre moved qukkor on a partkukr daeWon or thaL But to 
p back to tha oantral point, I think wf riraply have to be 
▼try careful in how wa han^ thia type of innttar, 
panlcolarly to avoid any even remote perception of 
Inappiopriatcnaaa or impropriety. 

ROBB: The Piealdenteaitier today said, *1 think now that 
thaw la an actual (bnnal prccaaa underway avaryoM will 
ba much more aaniitiva. But 1 have dliected Mack Md^u^ 
toprq>araa momoranduin about how wa should handXt 
and respond to any such contacti oocningour way In thia 
ofXka, ao that wo will band over backwards to avoid not 
onbr the Ihec but any appaeranea of Impreprialar." Whan 
will that memorandum coma? 

MViMeLAflTY: That will ba dona today. 

BOSE: ItUba out today? 

Mk.BloLABTY: It was not diacuaaad. but communicated 
In tha strongast of terma y oeterday. 

ROSE: FmthaPraeidaottoyoiiior— 

Mr.MdliAltrY: No, boa me to the stafL 

ROBE: to tha atafP. Yaa, we read about that. Saying 

whit, thatferoMtottf— 

Mr.MeLARTY: Well- 
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ROSE: —cannot allow this to oeppiBbecattaa of the 
appaaraaM? 

Mr. MoLARTY: EMCtJy. And while it nugrba within tha 
bounds of legality and parfoctly in oparettog norms ata 
different point in lima, wa do not n#ad to have eny aontaa 
with any ragulatoty agency aurvounding any of thesa 
mattort, without proper approval by tha proper paraoa in 
tha White Hooaa, whioh ba tha daputy genei^ aounaal 

in the Whit# Houaa. 

BOSE: Some kind of fishbowl herB|ien'tii? 

Mr. MoLARTY: WeD. not unantieipetod, Cbailia. Not 
unantklpstad. 

ROSE: Let ma talk shout aomaotlwr things hare you 
wanted to talk about, lot mo udk about them. The 
economy. Ara you worried about what tha Padaral— what 
the dtsirman of the Fbdia doing, Alan Giaenapan, in 
terms of short-tarm intaraat rataa, baaed on tha fear af 
laflatloa and what that aignai ffliifet aend to tha bend and 
aquitymaritota? 

Bw. MeLABTY: Wril, Charlie, 1 would say ftm wa are 
vaiy enoouxagad and plaaaad that iB thia past year ilstoat 
two ndlUonJoba, 90 paroant of which ware created ia tha 
private aaetori wait ertatad for Americans. That'b aoie 
clmn wero created in tha last four yaara. And the daflett 
reduction plan, which mnny wars oriUeal of. had deep 
akapdeiam about, actually has driven— 

ROSE: AlotafRapubUeanawereeritidiinglt 
Mr.MdLARTY: -waa you aaidH, I didn’t— bathes 
drivan thasa intcrott rates down, bu fhelad thia racovtiy. 
and what may ba the moat amaxmg feet is the deficit 
fitoden hae actually coma in subetantiahy batow aerifer 
prtdaetfons where, eayou well know, as aomaona who hM 
followed tha prooaaa bora, that's aJmoat unheard at So we 
have e lot to bo enoouraged about Let sae start there. 
Intarmeof the Fad's policy, of eouna, that's a diriinet 

Mr. CbilxmiA GiBeiupBii ii ii penonof eDormous 

raapect. Ho has worked properly with thia adminiatradon. 
BOSE: But in the JudgsMot of the White House— 
Mr.MeLARTY: And you heva to balance— you have to 
balanoa inflation and reoovaiy. and that's what ha*a trying 
to do, and ha'a mado tha ona adjustment now. 

BO^ Are you I little ansioua? la the Praaidant a littlo 
anxioue that he may be doing too Bsueh. end it wemtk 
naceaaaiy to ttolmr with intaraat rataa light now? Because 
it was in andcipetion of Inflation, notthe appeaianraof 
inflation. 

Mr.MoLABTY: IihinkthoPraaidaatapokaoatiut, 
thM— 

ROBB: HowaaallUle— 

Mr.MdLARTY: —that ha didn't want— ha wanted toast 
thiaraeovary oontinua, and that ba raapectod the Fad's 
viewa to ba oonoarned about inflation. whlditlMy ere 
ebaigad with, and 1 think he spoke to thatjuat about la tha 
right way, suod hopaIhUy tha Pad wiU calihrata their pdfey 
just in ab^ tha i^ht way . 

BOSE: YottfaopathaPcdwaaiisteiiliigtowbatthe 
pfsaidattt said. 

Mk.MdLABTY: WtU. abaolutaly/ciestiBli;. 

ROSE: And mliht not be doing nyBioMtiakiriai and 


— fl — 
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rtitinf istem: ntM. i$ what you hopa. It that hfht? 
Mv»MeLARiy: WaU. wltai I Imw. what wv hopa. 

Chariit. ki m« juat ba >ary apadfle. wa want a auauinad 
raeovcxy hara. 1 baHava that tha roota arc daapin that 
regard, and waVo on tha ri|^ tread Una. That*a what wa 
want. 

ROBE: And you wony that iBacaaingintaraatrataa 
might have coma impact on that meovaiy and that 
aoonomic growth that wu aohrOliant in tbt lilt i{Uinir if 
im. 

lAr. MaLARIY; Wall, than^a a raal balanoe of inflation 
and growth. That’a tha conoom. 

ROSE: Okay* AUrl^k Look at thia.Traaida&t'abaaith 
plan faltera in poll, 80 percont aay thoy faar daclint In 
cara." It aaama that you have loot baing on the top of tha 
curve on health cart. 

»fr.MoLABTri But I think, Chariit, in that- If thiaia 
from a oouple of daya ago^ 

B 08 K: fe^oaalalh/— DO, thifia today fcmialott/. 

Mt, hlaLARTir: —no, 1 think if a a coupio of ago, 

Wadaaaday. 

■08B: AUrightRi^t 

Mr. MaLABlY: 1 think Uacya atill broad anpport 
rtmaina for maior goala and priadpka Clinton eapouaaa, 
and ho atanda outla tbo publlf • rofaid aa tha oQo paraou ia 
Waahlagton who ia ttyrng hard to improva hoalth eara. 
ROBE: And if you gat hoakhcafa, ha'itha onapanon who 
will get exadit for it. hut doyoo wony— 

Mr. MelABTf: 1 think the paopla of thiioountiy give 
thia Piaiidant a lot of cradit. CharKa. fortiddingand 
addreaaing tha tongh iaouaa in thia eountiyi and not 
tUoaring d^ to piaee. 

ROBB: Dafldt xadnetioo, health cart, trade. 
MT.MaLARTY: KAFTX opoiing up markata. 

ROBB: 9poaldngortrodt|arayauiaadytoimpoa«6te|i«r 
801 to gat tough with tha Japaneao? 

Bfr. MdlAETY: Wdiltlui^t^Prwidaathadnviiy 
dliact and eandid eonvartation with Prim# MiniaUr 
Hooehawa whsn ha waa here. I think that It was • vary 
c on at n ac t iv diacnaaion auggaating in atu rin g in tha 
ralatlonafaip, and 1 think economic iaauaa, tnuleiaeuca 
wtra aepomiod, ware Mpamtad fromsacurtqr Uauta, and 
that'a tl^ way it thooldba. 

BOBB: Yeah. 

WtUkUBIT; Catila|y,Ml«ai]illi(ai<ir«it 

optioBa. 

BOBB: Yoa’dQMil? 

Ifr.MaLABTr: WilLIUiiiiktkat'ilhoPrMbkittfs 
MAm. nn am lull qatk M k wbm kah Bwd. Out 

ROBB: Suite haant made the daeidon. 

MTkMcLAinT: 1 think ha iaconaidarinfhiaopitona vary 
caxeftaUy* 

ROBE: Okay. Tte guaeticn oJ^ laat night on ny 
broadcMt Miate Gtenny. a djetjngulAad raportar, aaid 
ttera'a a U.N. report which knows who cauaad tha boinbirgr 
in the markatplM Hava yon nan that? Do you know 
anything about this UX rtpon? 

Mr. MaLAiOT: 1 teanlabouttlialmarviiw. IdldDOtsaa 
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it. and that data not moan 1 dent wauh your program. 
Charlio. oltan, and i do, truly, tfa an awcialfam program 
and 1 de anfoy it, thai'a not/croaeiaih/. 

ROBB: SolUlegraphadaity ^oationthatwaacooiiBg 

Mr. MoLABnf: But X did not aw that particular 
iatarriaw. I heard about it. I have not aaan the rapoTL 
ROBE: You have not aaan the U.N. report? 

MriMdatfiTT: No,IteY8noinaaihfr8pQn. 

ROBB: 8tyi.ng that— knowing— tdanuiyinfwte, in 
cauaad that danaga. * 

Mr.McLARTY: 1 haea not aoan chat partkalar lapcrt 
ROBB: Yeah. 

Mr.MoLABTT: I think ifauadareaiatbi study by tte 
[crotatolKJ. 

ROBB: Hava you hoard tUicuMloni about that UJf.rapoit 
in tha Whisa ilouaa? 

Mr.McLARTT: Not in a datattad way. Not la • ditailad 
way. 

ROBE: But tte White Kouao knowa what it aayat 
Blr.BfcLABIY: Wall, I have not baan privy to dlaeunlons 
or have just imt bean Invoivad In then fUacnaaiens,ao lam 
heaitent to apeak on saeh a aanoua ittldaet. as 1 think 
you*ll appraciata. 

ROBE: Yw, I do. They aakod mato—rtfainaeidflMa>- 
boeauM 1 have a oouple of thinga 1 want to ooma at. 

What— what is tha— what doyaur-cauaoayontha 
greataat anziaCy and fear as you look ah this oounAiy ana 
its hitura, from where you era? And aaoondbr, what mikn 
you moat optimisticT 

Mr.McLARTY: IfaavaiygMdqvaiiMihvtjythQii^^ 
q;uaition. I am mart optimlatk^ I am nion ImpM than 
not, Charlie. Let mo begin hr that. I think tbit thia la a 
dan axtraordiaary opportunity Ibr thia aOuntiy to laahy 
cuibrace the Taluaa that have toaii ao maaidnghiX fbr ID 
mai^ yoaia in thb country, that era ao important to all of 
ua a^ that 1 waa eoitainly Mated wkh. aa wKu to mamr 
othon. BuiaMtoreaaattottepaat.buctoloekfiQnRmrd 

tte Aitura. toward tbi 21at oentuiy, and to andaraiaBdtte 
changes that are iakiag plaoa, andto hnva a larwwdlaaa 
toward those changes, arid ready novo fbiwud togetter In 
this couniiy, a Nniaof oommunby. So 1 am tte moat 
ancouragad, I am tte moat hopeful about t h a t aapact, and 
that k a ttema ate a thmd tbatmQypacmegliMki^ 

diriainiy t|y i6 liiM R UiaraUy a pari ^ aveeytUng wa do 
in thlt admudstratlon. 

My graataat faar and eoneom, and 1 raaRy waa, arftteut 
baing inappKmriatabr paraocal — 1 think, hneing two aoaa, 
was a raal metlvatiaa to aerva in thie govammaci, X nman. 

you aaa tha fritora, ate thatk what you want, to tiy to 
maha a modatt contribution — ia that aoBBohow wa will not 
havo tha raaolutoaoof, tte ooif-coofidaaet to ready addraia 
thoaa iaauea fadng us, to make tte dadauna wa need la 
make and to movo forward. I auppoaa that would ha my 
detpast eonoem, that aomehow tte narrow view of not 
coBiieg together, iu tte aanae of cosuannity. would 
nmahow be on impeding (broo tnd that wo would not 
■diiava the kind of future chat our ehildrao and 

fpraadehildno ae auchdaMim 
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ROSE: Thiy«skMlmttocioMit.Ijqftiuiv9on*aMiv X0(jCfc77 

qpiMtian tonight 

iSr. MoLABTY: WoU, I might hav« gMten n UtUt long* 
windodonthatonn. 

ROSE: NoijastonolutgUMtioii, Ipramiatyott.Tht 
at apoko, tad I thokight tbou^ in hit 

yoar-ond lnterviowa« about tho fruitratioa that he hu over 
the cyniciam about government 
Mr. McLARTY: Nq queetloa about H 
ROSE; -Md thit flOM to. whm vm faillt .v. 

not that the Amaiieu people are not wilUag to a 
aaorifloB, it ia that they wony about how wiaab the numiy 
will be epent 

Mr. BfioLARTY: The value fbr the doUan 
ROBJBi The value fbr that dollar. 

Mr.MeLAirnr: Esaetly. 

B08I: It hae to do wi^ health care. Can the 

govemmonfr^ right or wrong, thaooaeem la if the 
goverament ta^ over thla, whaf a (t going to be like? 

Where doea thie ooma from, and how do you ehange that? 

How do you connect • govenuaont to a pooDle? 

Mr. McLARTY: WeU. Ithlnk- 
ROSE: One thing, you have to have a leadar to do it 
Mr. McLARTY: ^well, I think wa have a penon with the 
empathy, the ability to oonneet, and an eitnmidinaKy 
ability to commnnieeta with tha people of thie eountiy, 
indead, the peopla of thla world. But I think you have 
competing ibroea. You have hopea lifted, that people believe 
we een do better and weVe moving in the right diieedoa, 
buta eynidem, t akeptidam that you appropriately etate, 
and thoae two oome in conflict we ^veturbulenoe. I 

think itep4)y«etep, meaaurad, iteady progreaa, with the 
yidon end eye toward where we want to move thii coontiy 

in the— touRUNla the 21et eenttuy. 

ROBE: la the end. thet*e the heideet challenge, iin'c It, to 
turn thia notion that govenunent— the Proaidant hea 
dearly shown that ha can— that ha wanu to eha^ 

^hUR. It la, in a aaimt, to grab the attention of the puhlfc, 

to aey, you to eliminate 

Mr.McLABTY: 1 think you have to have both, both tho 

vl^ end the ateedineaa to ahow up fbr wofk evoiy day 
and tiy to get aomathing done that oonneeta with people 

a n d m ek e e their Uvea better, lliafa our cheUenie. 

ROSE: Thank yon ihr coming. 

10>.MeLARTY! Charile, thank you. 

ROSE: O kay.T kankavaiy wuch. 

Mr.MeLARTY: IViBtypleBfnrotobewlihyoutliia 
evening. 

HnjJjMura. Thank you vaiy much. Well bs right 


— 4 — 
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RTC Tic-Toc: 


* The While House first learned about the meetings with Bernie Nussbuam and 
members of the Treasury Department staff members on Tuesday from inquires 
from the Washington Post. [When did the President first learn of them? Did 
Mack tell him? If not who?] 

* Tuesday or Wednesday morning Mack spoke to the President about lingering 
questions concerning the meeting with Roger Altman and White House officials 
[and also about Washington Post inquiries about the two Nussbuam meetings.]'*^ 

The President and Mack talked about the questions related to this issue at 
which point the President made it very clear that he wanted the White House 
staff to avoid even the appearance of impropriety, 

* The President then directed Mack to clarify the rules on Executive Branch 
contact with other government agencies and departments. Mack decided to 
write this in memo form for the entire White House staff. 

* At the Senior Staff meeting on [Wednesday/Thursday morning] Mack made it 
clear that White House officials must be careful to avoid even the appearance of 
impropriety in dealing with independent agencies looking into the Madison 
Guaranty/ Whitewater matter. 

* Mack then began to look at and define the rules and guidelines for White 
House contact with independent government agencies and answer questions 
raised by the Washington Post. 

* Mark Gearan become the point person for the Washington Post story. He 
worked with members of the While House counsel’s office to draft the 
necessary responses. [He did not talk to Treasury Officials relating to the 
Washington Post inquiry]. 
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^COOSoO 

RTC Talking Points: 


"Nothing inappropriate happened at either of these meetings." 

^ "In retrospect these meetings should never have happened." 

* "October 1993 none of this was an issue- We did not know at the time of 
these meetings what we know now." 

* "Mack circulated a memo laying out strict guidelines for White House contact 
with independent agencies and this will demonstrate that this White House will 
bend over backwards to avoid even the appearance of impropriety." 


Nussbaum Meetings Tic-Toc 

On September 29, 1993 there was a briefing in the office of Bernard 
Nussbaum. At the meeting were, from the White House, Nussbaum, Neel 
Eggelston, and Cliff Sloan, and from Treasury Jean Hanson, Josh Steiner, Ron 
Noble, and Jack DeVore. The meeting was a briefing about the Treasury 
Department report on Waco that was to be released the following day. 

* Jean Hanson stayed behind after the meeting was over and told Nussbaum 

that the RTC [had or was going to refer the Madison Case to the DOJ???] 
Nussbaum called Cliff into his office and Jean repeated her conversation to 
him. Cliff remembers that Hanson told him ti mr marfAgc 

r^pcring rn the Clinton^ including the 1984 Clinton Gubernatorial campaign 
but they were not targets. 

* [Cliff and Bernie telephoned Bruce Lindsey and informed him about their 
conversations with Jean. They told no one else. Bruce did not tell the 
President or First Lady.] 

* Hanson then called Neel and Cliff over the next two weeks-from September 
29 to October 14-to discuss press inquires into this matter. Specifically, a 
reporter came to an RTC investigator’s house to talk about Vince Foster and 
Seth Ward. 

Neel and Cliff did not advise her to do anything. They reported the calls to 
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Possible Questions on Status of S&L Probe 
March 3, 1994 


1. Did the information Jean Hanson give to Bemie Nussbaum help the White 
House to formulate a strategy for the ongoing Whitewater investigation? 

2. Other than the meetings reported, have there been any other meetings with White 
House officials. Treasury officials and RTC officials on this matter? 

3. When did the President know about the Hanson/Nussbaum encounter? 

4. When did the President know about the late October meeting with Nussbaum, 
Gearan, Treasury officials, and Hanson? 

5. When did the First Lady know about the meetings? 

6. Who asked for the second meeting? 

7. Did participants in the second meeting disseminate the information to the 
President? First Lady? 

10. Does the President think this matter should be referred to the special counsel? 

11. Does the White House Communications office talk regularly with Treasury public 
affairs about the ongoing investigation? 

12. Roger Altman said last week he showed *l>ad judgement" in conducting the 
briefing with Hanson. Does the White House think they showed bad judgement 
in meeting with Hanson and Treasury officials about the ongoing investigation? 

13. Does the White House think Treasury or White House officials should comply 
with Senator D*Amato*s request for a special hearing by the Banking Committee? 

14. What does McLarty*s memo say? When will it be released to staff? What staff is 
affected by the memo? 

15. Was the. Hanson/Nussbaum meeting inappropriate? Was the Hanson, DeVore, 
Gearan, et al, meeting inappropriate? Does the White House think the Roger 
Altman meeting was inappropriate? If not, then why is McLarty sending a memo 
that says contacts between Treasury and White House officials be stopped? 

16. Does the president still have confidence in Bemie Nussbaum counsel? 

17. Who is researching the rules? What have you found out about the rules? 
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TALKING POINTS ON CONGRESSIONAL HEARINGS ON RTC 
2 - 22-94 


BACKGROUND: 

Congressional hearings on the Resolution Trust Corporation, a Treasury Department unit and 
the government's chief savings and loan clean-up agency, are scheduled to begin this week. 
The Wall St. Journal reported today that this will give Republicans their first chance to grill 
administration officials, including Secretary Bentsen and Roger Altman, over legal issues 
related to RTC handling of Madison Guaranty. 

Altman is interim RTC chief The Senate Banking Committee has set a Thursday hearing to 
receive the Thrift Depositor Protection Oversight Board, which monitors the RTC. Bentsen is 
chairman of the oversight board, Altman is a member. The Journal reports that Altman is 
expected to get special GOP attention on whether, as a former college classmate of the 
President, he should recuse himself from matters involving Madison. To date he has not done 
so. 


Per Howard Schloss, Department of the Treasury 


AS BACKGROUND: 

* They would like us to say as little as possible about this. Bentsen/Altman's 
testimony is still being written. Altman has tried to emphasize that he has 
had no contact with the White House over this matter. Therefore, we should 
not be in the position of discussing his actions in regard to Madison. 


MAJOR TALKING POINTS: 

* As Mr. Altman is interim CEO of an independent agency, it is not appropriate 
for the President to tell Mr. Altman whether or not to recuse himself. Mr. 
Altman has made statements regarding his position in the past, which I believe 
stand for themselves. For further comment regarding his role in this matter, I 
would refer you to Mr. Altman. 

* Q: Is the White House worried about the hearings? 


A: Not at all. 
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AlEyAm ato Release 

— — NEW YORK ' ■■■■ 

Contacts: Wiihinqton • Frank Coleman > 202'224»e498 New York * Zenia Mucha * 


FOR IHMEOXATB RBXiBASEz CONT^CTs Frank Coloioan 

Thursday, Karch 3, 1994 (202) 224-6498 


RBPUBLICAMS DEMAND HEaRIHG ON SECRET W HITS HQU8B gRIOTINC 
D'AMATO, DOLE LEAD 43 IN BLOCKING CLINTON 'PAL' FOR PDIC POST 


WASHINGTO*; - - fj.S. AJfrraa n^^mato (R-NY) and Minority 

Loader Rooert Ucia (R-KS) today annou/iced Republicans are 
blocking the nomination of Ricki R. Tigert to head the Federal 
Deposit Insurance Corporation (FDXC) antil the Danking Committeo 
holds hearings on the secret Whitewater briefing given by the 
acting head of the Resolution Trust Cerperation (RTC) to top 
White House staffers. 

The GOP position was outlined in a letter to Majority Leader 
George Mitchell, signed by 43 GOP Senators, citing the '’heads up" 
briefing acting RTC head Roger Altman gave about the agency's 
supposed Independent investigation of vaUison/Whitewater to white 
House Counsel Bernard Nussbaum, Deputy Chief ct Staff Harold 
Xckes, Hillary Clinton's Chief of staff Margaret Williams and 
Treasury (General Counsel Jean Hansen. 

Calling the meeting "highly improper." the letter said it 
raised serious questions about the alleged independence of the 
RTC's investigation and the interference of senior White House 
political operatives in a regulatory matter. 

"The American people deserve to have confidence that the RTC 
conducts its business in an independent and impartial fashion,** 
the Senators wrote. "A Congressional hearing is an appropriate 
forum ia which to examine tho important «*thical and regulatory 
issues raised by the Altman-White House meeting." 

The disclosure of the secret -heads up“ — as Altman called 
it — about the status of the agency's investigation into the 
Madison Guaranty collapse came at an RTC oversight hearing last 
Thursday in the Senate Banking Committee. 

Despite all evidence to the contrary, the White House has 
continued to maintain that the briefing was proper and that the 
w sud the oreso . 




996 


same br.etinge were j:roviu»?a i..-’ ^jnui-tsa? j... w ^ w - - . 

Forty-one Senators is the number needed to effectlvelv 
prevent action in the chamber. *000893 

A copy of the text of the letter Is attached. 


-fc030294- 


United SlatM Senate . Washington, O.C. 20510 > (202)2a»«S42 


«*eonwOmei»; Nm Vork (ai 2 )M 7 . 9 a|e/Al 6 triy(»ia) 472.4343 / tyrseuM |3i$)473-f.l/i /llecliMlar ( 716 ) 26 »>SaM/tlKlsM»( 71 «)l 4 «> 4 m 
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Bnited States Senate 

COMMITTES aN MOUSIMO. AND 

URBAN AFFAIRS 
WASHINGTON. OC 20810-B07S 

March 2. 1994 

The Honorable George jJ Mitchell 
United Statea Senate 
Washington, D.C. 20610 

Doar Mr. Leader. 

I 

We are writing to* inform you that we will object to any agreement eeeldng ennaent 
to oroce«*< to the nnn|4r»^tion of Ricld R. Tlirnrt President Cl'nton’e noir'iiea to rhair the 
Federal Deposit Insurance Corporation, until the Senare RankJne Committee has an 
opportunity to thorouf^dy examine die Resolution Trust Ciirporauon's hamiling of its civii 
investigation into Masson Guaranty Savings and I^an 

Aa you know, the Acting Chief Executive OfTicer of the HTC. Roger Altman, 
rocently disclosed that he sought a meeting with VVniU House ofF.cials to give them u 
"heada-up” on the RTCs investigation. Needless say. such a meeting is highly 
improper and raises very real questions about Mr Altman impartiality and the alleged 
independence of the investigation. Specifically, why w^-re Horoid Ickes and Morgarot 
Williams present, in addition to White House Counsel Bernard Nussbaum? According to 
the Waehingtnn Post. Mr. Ickcs the Deputy Chief of Swff, ;s rcspon.^ble for Whitewater 
’damage control”. Ms. Williams, Chief of Staff for Mrs Clinton, had previously 
participated 'v«<-h Mr Nussbaum in searching V'inernt Foster's office and sending all or 
some ol tne materials to David Kendall of Wiiuat:;:; ujul ('onnfilly ic< representing the 
President and Mrs. Clinton. 

! 

We beUeva puMic hearings are required to explore these and other questions 
involving the attendance of political operatives at the \Vh:te House in briefings by the 
head of a supposedly independent agency on matters thui. have nothing to do with the 
Executive Office of the President. 

We regret having to delay the Senate's consideration of Ms. Tigert's nomination. 
Nevertheless, the American people deserve to have confidence that the RTC conducts its 
impentant business in an independent and impanial fashion. A CongresMiuual hearing is 
an appropriate forum in which to examine the iroporcani ethical and regulatory issues 
raised by the Altman-Wliite House meeting. 


•tIMtW M«-J Jll I 
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Sincerely. 
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saying r.h«rA was nothing wrong with r.ho Troasury-White Houso 
xiaetings: wa are told that they were simply sessions to 

"coordinate responses" to press inquiries about the RTC' U (J U 8 9^ 
investigations into Madison. 

Questions of Judgment R Cover-Dp 
Now, that brings me to another word— ‘judgment. " 

In light of the recent news reports, lt*s becoming 
increasingly clear that good judgment is in short supply among 
White House and top Administrat<on nffirlnls. Mo doubt about it, 
you're asking for big, big trouble, and showing soma stunningly 
bad judgment, when you start nixing polities with law 
enforcement. It's only fair to excuse a misstep or twu--we all 
make mistakes. But when bad judgment becomes the rule, rather 
than the exception— and when those involved don / 1 admit their own 
mistakes— then it nay be tine for a little White House house^ 
cleaning. 


(more) 
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TREASURY f®J NEWS 


1500 PENNSYLVANIA AVENIT, N.W. « WASHINGTON, P.C * 20220 « (2021 622-2960 


FOR IMMEDIATE RELEASE 
MARCH 3, 1994 


STATEMENT OF TREASURY SECRET.ARY LLOYD_BENTSEN 

I have confideoce in the Treasury officials, but to ensure diat all ethical guidelines were 
followed, I liave instructed the matter be referred to the Office of Government Ethics 
for a thorough review. I did not attend any of these meetings, nor was 1 infonned of any 
of these meetings. 

I have instructed Treasury officials to have no contact with the White House about this 
case. 


### 
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U. S. SENATOR 


A^^'• 

C v>.a.d 


Al D'Amato 


NEW YORK 


Release 


Contacts; Washington * Frank Coieman • 20Z/224 (S4a8 New York • ZeniaMm-im » 212/736-38QS 


FOR IMMEDIATE RELEASE: 
Tuesday, March 1, 1994 


CONTACT; Frank Coleman 
(202) 224-6498 


D* AMATO BLASTS WHITE HOUSK STATRMKNTS ON SECRET RTC BRIRFIHGS 
•‘PATTERN OF DECEPTION* CONTINUES TN MADISON/WHITEWATER AFFAIR 

WASHINGTON — U.S. Senator Alfonse D'Amato (R-NY) today called 
for Senate Banking Committee hearings into secret briefings 
provided by the head of Resolution Trust Corporation (RTC) for 
(senior wnite nouse political scafr u 

invoacigat or the Macijcn/Whitewater affair. 

D'Amato also charged that since the disclosure of the secret 
heads up" was revealed at last Thursday's Banking Committee 
hearing, the White House was continuing its pattern of deception 
by suggesting that the saune briefings were orovided to Congress 
and the press. 

"The White House has now compounded these shocking 
revelations by stating falsely that Congress and the media also 
received these briefings," D'Amato charged. "At the time this 
secret cabal was meeting at the White House, l was speaking out 
on the Senate floor about the RTC's failure to provide our 
Committee with any information about its activities on the 
Mad i so i/ Whitewater mess. And I have yet to encounter a reporter 
covering this story who says he or she was briefed by the R'TC, 
lot alone its acting President." 

D'Amato, senior Republican on the committee, added that the 
exposure *oC the secret briefings at a Banking Committee hearing 
proved that Democrats needed to end their "footdragging" over 
whether or not to hold hearings. 

"Only through a Congressional hearing did we learn of this 
very real threat to the integrity of the RTC's investigation," 
D'Amato pointed out. "We have a responsibility to the American 
people to fulfil our legitimate oversight function. 

"The Democratic members of this committee must understand 
the threat is not Congressional inquiry, but secret, high level 
off-the-record 'heads-up' meetings between top Administration 
officials and White House legal and political experts," the 
Senator stated. The secret briefing, described as a "heads-up" by 
acting RTC head Reger Altman was presented to House Counsel 
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Clinton's chief of staff Margaret Wll Liams and Treasury General 
Counsel Joan Hansen. 

Among the questions D'Ainato said could be answered by a 
hearing? Why does White House Counsel Mr. Nussbaum need to be 
briefed on the RTC'a investigation of Madison that does not 
involve the President in his official capacity? And what about 
Mr. Ickes and Ms. Williams? Why in the world would these 
political operatives need to be briefed by a top agency official 
on an investigation that has nothing to do with the Executive 
Office of the President? Were any confidential or non 
confidential RTC or law enforcement documents or other materials 
used during the briefing? 

-£c022894- 

United States Senate • Washington, O.C. 20510 • (202)224^2 
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1500 PENNS YLVANU AV’ENLT. N.W. ■ WASHINGTON. D.C. * 20220 « (202) 6222960 

FOR IMMEDIATE RELEASE 
MARCH 3, 1994 

STATEMENT OF TREASURY SECRETARY LLOYD BEMSEN 

I have confideoce in the Treasuiy officials, but to ensure that all ethical guidelines were 
followed, I have instructed the matter be refcrrea to the Office of Government Ethics 
for a thorough review. I did not attend any of these meetings, nor was I informed of any 
of these meetings. 

I have instructed Treasury officials to have no contact with the White House about this 
case. 


m 







LB-681 



1008 


^000905 


(A 


k^rc^J fi-^; 





1 

1 

• 

- J 


'i 


,.v#*. 




vhicsh 
fully 
y, th* 
xmr Of 
••d in 
buforo 
m with 




1011 


X000908 


Pag« 2 
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th« Vhita Meuaa on uttara aff acting tha Praaidant'a potantial 
paraonai llabllitiaa. 

While it ia dubioualy eradibla to think Mr. Altaan would have gone 
to tha Nhita Houaa to diaeoaa only tha atatuta of llaitationa, in 
that a naro naae would have aufCicad. it boara noting again tha 
Irony that it waa Mr. Altaan who on May 4, 1993, atrmly 

racoaaandad by lattar to tha cnalman of tha Houaa Banking 

coaaittaa that tha atatuta of liaitationa for civil lawauita 

againat 8&L vrongdoora not ba axtandod. 

Nr. Altaan' a aaoting with Nhita Houaa ataff eeneaming tha RTC'a 
aetlona in tha Madlaon eara la an athleal uabraga. Evan though Nr. 
Altaan haa now dacidad it proper to racuao hiaaalf froa tha Madlaon 
eaaa, tha iaatto at hand ia vhathar hia oonduot violated fedaral 
athlca guidaiinaa or atrlcturaa. aa pronoigatad by tha RTC. Thaaa 
guidalinaa ara liatad under 12 C7X $ 1609.7 and include the 

following t 

"No aa^loyaa ahall engage in any action, which night raault 
in. or eraata tha appearance of ... 

(b) giving prafarantial troataant to any paraon;... 

(d) loaing coaplata indapondonca or iapartiality; 

(a) Baking an RTC daeiaion outalda official ehannala; 
or, 

(f) acvaraaiy affecting tha public 'a eonfldanea In tha 
integrity of tha RTC.** 

Alao, 12 erx s 1609.10 atataa that an RTC "aaployaa nay not, 
diraotly, or indiractly, uaa or allow tha uaa of infomatlon which 
la obtained aa a raault of hia or her RTC anploynant but which la 
not available to tha ganaral public in order to angaga in any 
finaneial tranaaotiea or to furthar a private intaraat." 

Zn addition, another iaaua appaara to ba an abuaa of tha apirlt of 
S U.S.C 334B. Zn a taohnical aansa, this atatuta allewa tha 
praaldant to nana a to^wrary agency head to fill a vacancy until 
a noninaa ia confixnad by tha Sanata. Zn tha avant a naiinaa ia 
ra jaotad by tha eanata or hie/har naaw ia withdrawn, 5 U.8.C. 3348 
providaa that tha vacancy nay bt filled for not nora than I 20 *daya 
by an individual daaignatad by tha Praaldant. 

Zn tha caaa of Mr. Altaan' a appointaant as intaria CEO of the RTC, 
va have a aituatien idiara a pelitieal appointee of tha Traaaury 
oapartaant haa aarvad aa tha haad of an Independent aganey for 
apprexiaataly 13 aonths. To aoaa, this circuaatanea laavaa tha 
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ifflpraMion that Kr. Altain'i tera of etrlci night havn h««n 
iatindid to oeinoido with tho running of tho otntuto of liaititiono 
for civil lawsuits which could affset ths Whits Keuso. 

Kow that ths statuta of liaitationa has bssn sxtandsd, a skaptio 
siflht wondor if further legal aaehinatiens will occur as a aeans of 
Bsintsining Kr. Altasn's tsnurs as intsria CZO of ths KTC. After 
all, no noainee to head ths hTC has been foraally prossnted to ths 
senate since nr. Tate withdrew his naae frea considsration on 
Hoveaber 90, when he eoaplained of gross aisaenegeaent et the RTC. 

Zt is ay judgaasnt that ths RTC has had its Indspendsncs 
ootqproaised and that it is no longer auffioient for Mr. Altaan to 
recuse hiaself froa the Kadison ease. It is all too apparent that 
his shadow looaa large at the agency and that his iaasdiate 
resignation frea all responsibilities at the RTC would appear to be 
the only ethical option at this tiae. 

In addition, just ae one party should not have requested ths 
Besting, the other party should not have accepted it. in this 
regard, Z hereby request a review of whether White House officials, 
Bernard Nueebaua, Margaret Williaas, and Harold Zekes, violatad any 
ethical guidelines. Here Z would call your attention to the 
following White House guidelines i 

3 ent S 100.739-4 General standards of conduct. 

"(c) in all cireuBstanees aapioyees shell conduct 
thenaslvse so as to oxeeplify the highest standards of 
integrity. An employee shall avoid any action, whether 
or not speoificaiiy prohibited by this subpart, which 
might result in, or oreete ths appeerenoe oft 

(1) uaing public office for private gain: 

(3) Giving preferential treataent to any person: 
(9) Impeding GoverrAent efficiency or eeonoay; 

(4) Losing complete independence or impartiality; 

(5) Making a Government daeislon outside official 
ohennels; or 

(S) Af rooting adversely tho confidence of the 

public in the integrity of the Government.'* 


3 CPR s 100.738-t Confliots of intereet. 



1013 


X000910 

Pag« 4 

Mirctl 1, 1994 

*(a) A oonfliot of Intoroot aay oxist vhonovor an 
•apleyoo has a substantial or prlvats Intarast In a 
aattar which Involvaa hli dutlaa and responaibilltlas as 
an aaployas. Ths aaintsaanes of public eonfldanos in 
Govsmssnt elsarly dssands that an saployas taka no 
action which would constitute tha use of hia official 
position to advance hia personal or private intareat. Zt 
is equally Important that aeon aaployaa avoid baooBing 
involved in situations which peasant tha poaaibilityf or 
avan tha appaaranee, that his official position night be 
used to hia private advantage •” 

3 cm I 100.735*31 General eonduat prejudicial to tha 

Govarmant. 

"An aaployaa shall net engage In erlBlnal« inf3nou8« 
dishonest, iaaoral. or notoriously disgraceful conduct » 
or other oonduot prajudioial to tha Gevemneat.'* 

With regard to tha second of tha above citations , it would appear 
self-apparent that "personal or private interest" would apply to 
isBuaa of individual job security or pronotion. zn addition* with 
regard to the third* the adjective "dishenest" would praauaably 
apply to tha issuance of etateaente of fact that prove untrue. 

Hare* x bring to your attention* Kr. Nuoabaun'o rabniary 10* 1994 
latter to Rapa. Llghtfeot* Wolf* and Zatook. Z would aloe ask that 
tha poaaibility be probed that tha aaatlng night have had the 
affect of being "prejudicial” to tha govamnant's case in attaapta 
to raoovar taxpayer loasaa related to the failure of Hadison 
Guaranty. 

Z would apaoifleally request that the Office of Govemnont Ethieo 
and tha chiof Ethics Officer of tha white House, which Z understand 
to bo Hr. Muoabaun or hia daaignaa* femally review and provide ae 
with a raaponaa aa to whathar tha easting batwaan tha three White 
Houaa officials and «r. Altain violatsd any guidslinss of 
governaant athiea* regulations* or law. Za particular* there ia an 
laplieit appearance that public officials dealt with tha private 
natters of the Prssidsnt. Zn this regard, z would hereby raquaat 
a list of any individuals who partioipatad or attandad at any point 
in the dlaeuoolono and fron aach any notes or recordings of the 
Mating or noatings at tha White House or oloowhoro on this natter. 

Please provide a full raaponaa to tha issues raised in this latter 
regarding tha White House as wall aa Mr. Altnan by Monday, March 
31, 1994. • thank you for your tiM and eenaidaratioa of this 
aattar. 

sinearaly, 

Jana^. Leach 

Ranking Monbar 

oot Mr. Roger Altnan 
lAtirll CEO 

Raaolution Trust Corporation 
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October 7, 1993 


MEMORANDUM FOR BRUCE LINDSEY 
FROM: CLIFF SLOAN 


With regard to the subject that Neil Eggleston and I spoke 
to you about one night last week, we have some additional 
information that we'd like to give you in a brief update. Let us 
know any convenient time for you today or tommorrow. It 
shouldn't take more than a few minutes. 
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THE WHITE HOUSE 

WASHINGTON 


March 1, 1994 


MEMORANDUM FOR FILE 

FROM: JOHN D. PODESTA 

ASSISTANT TO THE PRESIDENT AND STAFF SECRETARY 

W. NEIL EGGLESTON 

ASSOCIATE COUNSEL TO THE PRESIDENT 

RE: WHITEWATER— TRANSCRIPT OF SENATE BANKING COMMITTEE 

HEARING 

Attached please find the transcript of the testimony 
portion of the hearing before the Senate Banking Committee last 
Thursday, February 24, 1994. 

The opening statements will not be available until the 
Committee releases the transcript. 


W.N.E 



1016 


Copyright 1994 Federal Informatioii Systems Corporation 
Federal News Service 

FEBRUARY 24, 1994. THURSDAY 

SECTION: IN THE NEWS 

LENGTH: 26366 words 

HEADLINE: HEARING OF THE SENATE BANKING COMMITTEE 
SUBJECT: 

RTC THRIFT DEPOSITOR PROTECTION OVERSIGHT BOARD SEMIANNUAL 
REPORT CHAIRED BY: SENATOR DONALD RIEGLE (D-MI) 

WITNESSES: 

LLOYD BENTSEN. SECRETARY OF THE TREASURY 

ROGER ALTMAN, INTERIM CEO. RESOLUTION TRUST CORPORATION 

ACCOMPANIED BY: 

ALAN GREENSPAN, CHAIRMAN, FEDERAL RESERVE BOARD 
ANDREW HOVE, ACTING CHAIRMAN, FEDERAL INSURANCE DEPOSIT 
CORPORATION JONATHAN FIECHTER, ACTING DIRECTOR, OFHCE OF THRIFT 
SUPERVISION DIETRA FORD, EXECUTTVE DIRECTOR, THRIFT DEPOSITOR 
PROTECTION BOARD 538 DIRKSEN SENATE OFnCE BUILDING 
WASHINGTON. DC 

BODY: 

SEC. BENTSEN: Mr. Chairman, members of die committee, I have die Oversight Board 
members with me here — Mr. Alan Greenspan, chairman of board of the Federal Reserve; 
Roger Altman, who's the interim CEO of the RTC. Fve got Jonathan Fiechter, who's the 
acting director of the Office of Thrift Supervision; Andrew Hove, who's the acting chairman 
of the Federal Deposit Insurance Corporation. Also accompanying us is Dietra Ford, who's the 
executive director of the Oversight Board. 

And I have a longer version for the record, but Fd like to summarize it, particularly with the 
lateness of the hour, if I might 

SEN. RIECHE: Well make your full report a part of the record, and we'd like your summary. 

SEN. BENTSEN: Before I begin, and listening to the partisan exchange, let me diank the 
members of this committee for their bipartisan support last year, in the last session, to obtain 
the funding to finish the RTC job. I'm quite appreciative of that 

Let me tell you something you don't hear very often. We're not here to ask for more money. 
The funding - (applause, laughter) — the funding provided through the RTC Completion Act 
ought to be sufficient In fact, they tell me this is the first time that die Oversight Board has 
been before you that it wasn't asking for additional money and funding And Fm just very 
pleased to be able to inherit that honor. 
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I'm also happy to report that few S&Ls are failing, and 99 percent of private-sector thrifts are 
well or adequately capitalized. OVERSIGHT Let me review some of numbers for you. 
Since the RTC was created in 1989, it's taken over 743 failed institutions and it's closed or 
sold 680 of them. In the process it protected nearly 23 million deposit accounts with an 
average balance of $9,000. RTC m^e good on the government's guarantee of deposit 
insurance to millions of Americans nationwide. And, I might add. it did it with a minimum of 
disruption. A lot of the customers didn't even know that the RTC had taken over their S&L. 
The RTC also undertook the great^ liquidation in history, so far disposing of $393 billion in 
assets for about 90 percent of their book value. Frankly. I couldn't believe that one. I made 
them go back and check it again for me. The RTC sold since its inception nearly 80,000 units 
as affordable housing. So at least tens of thousands of lower-income families have benefitted 
as this problem is being solved. 

Now, crime is at the top of our agenda these days. We talk about violent crimes. Well, this 
scandal had criminals — had wtiifE~CbirarTrim1n^ More than 1,500 persons were charged 
with miyor crimes involving S&Ls. Nearly 1,250 were convicted. And of those sentenced, 
more than 75 percent went to prison. And RTC has pursued several recoveries from 
wrong-doers with all involved agencies collecting nearly $2 billion. 

Mr. Chairman, when this administration took office the total cost of resolving the Sd:L 
problem was estimated at between $100 and $150 billion. When I testified just last March, 
we thought as much as 45 billion , in additional funding would be needed. That was on top of 
the nearly 87 billion already appropriated. . 

A lot of people agreed with us. The Congressional Budget Office estimated 50 billion. The 
General Accounting Office had us around that level. And so did the House and the Senate 
budget committees. As RTC funding legislation moved through the Congress last year, 
constantly improving economic conditions resulted in record earnings for the S41:L and the 
banking industries. By mid-November after lengthy deliberations in both houses, the funding 
bill provided $18.3 billion, and that brought the total amount thafs provided by Congress for 
the dean-up to $105 billion, a figure on the low end of the estimate when this administration 
took office. 

And I know the results could have been different — easily. Depositors could have lost all their 
savings. Loss to the government could have been far greater, resolution of the problem could 
have taken much longer. But to the credit of a great many people, and they're seated in this 
committee, in addition, the problem is near resolution. ' 

rd like to give'you some - and Fd like to give some credit to the management of the RTC. 
And I think we'd sure better credit the economy. Deficit reduction has helped interest rates to 
fall. We've taken steps to increase the availability of credit, tackling unnecessary regulations 
and report requirements that discourage lenders from making loans to small business. And 
well continue to propose changes that will result in greater credit availability and efficiencies 
in die banking industry. This is why we want to sell a number of issues, including passage of 
the community development financial institutions legislation, which includes a balanced 
reduction and regulatory reform. Ill be before this committee next week widi specifics on the 
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administration's proposal to reform and simplify the regulatory structure for depository 
institutions. Our proposal not only will eliminate unnecessary regulatory expenses which 
could result in the availability of greater credit, but as importantly, it can help avoid new 
crisis by putting a stop to inconsistent and confused regulation. But we'll talk more about that 
next week. But the point I want to make on deficit reduction is that die market responded, the 
economy responded. Housing starts and home sales are up, and that's sure good news when 
you're the RTC and you're trying to dispose of property. I can't help think back what a 
dramatic difference interest rat^Thake." I used to chair a savings and loan. Sure glad I sold 
it when I came to the Senate. (Laughing.) But I'll tell you, not smart, just luckyl But I'll tell 
you — (laughter). But 111 tell you, when you've got your mortgages at one rate and all the 
sudden long-term interest rates go substantially above that, you've got yourself a real problem 
in an S&L. And when you've got the government saying we'll guarantee the first 100,000, 
and you've got a small, new S&L, and dien th^ have Wall Street bundle up hundreds of 
billions and send it to a little S&L. We saw that thing happen in Vernon, Texas. A good 
example of that. And then yWsee thdo'thers vdio arrhohestly trying to compete and what a 
hold it puts on them. Fortunately, we're seeing things go the other way with this substantial 
reduction in interest rates. 

And I want to say to you. Senator Bennett, I've seen some of what you're talking about, too, 
where sometimes they were overzealous. And that balance is in part the concerns of what 
Senator Boxer has for those that have been ill-used and guilty of malfeasance. 

But lower interest rates and increased credit activity have brought about increased earnings for 
all types of financial institutions. Many SALs that may have been at risk are now making 
profits. But you and I know we cant predict what's going to happen between now and *95 
when the RTC goes out of business. Nobody foresaw the floods and the eardiquakes, and they 
had their economic consequences. We're not done yet 

Through '95, RTC must continue to protect depositors. They must dispose of some veiy 
hard-to-sell assets. And it must ensure its operations run effectively. It must work toward an 
orderly transition of its responsibilities to the FDIC. And it must never lose sight of its 
mandates to provide affordable housing and maximum minority participation, including 
implementation of provisions of the RTC Completion Act 

Tve urged the RTC to work aggressively on the issue of minorily participation. Ifs imperative 
that minority- and women-owned businesses have an ample opportunity to win contracts, to 
purchase assets and to acquire failed thrifts. In fact, the RTC is taking special care to meet 
the requirements of the completion act to provide preferences to minority institutions while 
applying the least-cost test 

Let me be more specific on some of those things I mentioned. The RTC has begun resolve 63 
insolvent institutions now operating in conservatorship, which about 2.3 million deposit 
accounts. Some additional institutions mi^ be transferred this year. If so, the RTC will make 
good on the government's guarantee to those insured depositors and any others who might yet 
fall under its jurisdiction. 

Insofar as the remaining inventoiy of nearly 64 billion assets — $64 billion in assets, these, as 
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you said earlier, Mr. Chairman, are the most hard-to-seli properties that are left: real property 
and non-performing mortgages. While the improved economy helps sales, the potential loss 
to the taxpayers could be reduced if these assets are managed and sold efficiendy. The RTC 
is working on improving its marketing and sales strategies and is seeking creative, yet sound 
techniques to maximize returns. 

To fulfill its remaining mission, the RTC will benefit from good managers. Jack Ryan of 
OTS was appointed deputy CEO.nEllmXukla (sp) of the OTS has been appointed general 
counsel. And Tom Horton has been promoted to acting senior vice president for asset 
management and sales. And I can tell you today that the administration expects to submit its 
nomination for a permanent chief executive shortly. 

I thank Roger Altman for the service that he has done as the interim CEO. His term expires 
the end of March, and we hope by then to have a candidate. In line with the RTC 
Completion Act, Jack Ryan servif as llw interim CEO between the time Mr. Altman's 
term expires and the permanent CEO is confirmed. The Oversight Board will also make some 
appointments to the audit committee, which will be in operation soon. 

I've asked Frank Raines (sp), vice chairman of Fannie Mae, to chair that one, and to serve as 
members we asked Jonathan Fiktar (sp) of OTS, Robert Larsen (sp), vice chairman of the 
Taubman (ph) Company and a former member of the Oversight Board. Mr. Larsen (sp) has 
also been renominated to seryp^on the Oversight Board, and I hope you'll be able to approve 
his nomination soon. The RTC will close down on December 31, 1995, one year earlier than 
originally thought, and planning for that is well underway. I expect the new management to 
work with the people at the FDIC in a cooperative way to cany out the transition of the RTC 
to the FDIC. 

This past year the Oversight Board has also strengthened our staff reviews. I was being 
reminded of my testimony of last year and the recommendations and the improvements that 
we sought to bring about We have done a number of them. We haven't completed them all. 
We're obviously still working at it, and we're scrutinizing some. 

For instance, our staff has been monitoring the RTCs efforts to improve its contracting 
^sterns and its oversight A review is being conducted to make sure policies are applied 
uniformly to all contractors and that contract oversight procedures provide effective review of 
performance. Another example: The staff has focused on the RTCs financial operating plan, 
its operating budget and all its borrowing activity, and our advisory boards are taking hard 
looks at the policies governing asset sales. Late last year, Ira Hall of IBM USA was named 
chairperson of die National Advisory Board, bringing considerable financial expertise and 
private sector expertise to that process. 

These boards meet regularly at sites nationwide to discuss progress and to hear testimony 
from witnesses on how these regulations and procedures affect different parts of the country. 
The RTC listens to their advice, and they have been instrumental in advancing affordable 
housing opportunities. Our advisory board structure will change this year. 
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The Completion Act cretted • new tfTordable housing authority board to replace the National 
Housing Advisory Board. That new board will be made up of nine members, including the 
secretary of HUD. They will be providing advice on affordable housing programs, and how 
to merge RTC programs with the FDIC programs after the shutdown, and we're looking 
forward to working with them. Now. last year at this hearing, as I said, I announced those ten 
goals insofar as improving or reforming RTC management — things like putting in place a 
system to ensure prompt follow-up on findings of the inspector general and the General 
Accounting Office, strengthening thFcohtracting ^steni and oversight of its private sector 
contractors, appointing a chief financial officer. Tlie RTC Completion Act mandated and 
expanded on those reform, and RTC is moving to meet the standards tfiat Congress 
determined and set 

Tm pleased widi the results, and in a minute, Fd like Roger Altman to discuss them with you 
one by one. I hope you especially note what weVe done on opportunities for minority- and 
women-owned businesses anTin'strmgth'cmng our internal accounting and administrative 
control systems. I personally believe that these programs are an important part of RTC duties 
and that this is an area it must continue to focus on to ensure legislative mandates are carried 
out And Mr. Chairman, let me end on this. I believe that the RTC has made significant 
progress in the past year in achieving its mandates and in addressing the concerns that you 
folks in the Congress raised, concerns by the GAO and by the oversight board. You bet 
thereVe been a lot of problems, but the organization has been relatively free from partisan 
conflict Republicans and Democrats alike have been committed to fulfilling the government's 
obligations to protect depositors at the least cost to the taxpi^ers. In *94 well keep working 
at that one, and looking to *9S, well, I believe the RTC will be more dian happy to be out of 
business. I sure will be happy. Thank you. Now let me turn it over to Mr. Altman. 

SEN. RIEGLE: Mr. Altman, we'd like to hear from you now. 

MR. ALTMAN: Thank you, Mr. Chairman. I, too, have a longer statement which, with your 
permission — 


SEN. RIEGLE: Without objection. 

MR. ALTMAN: that 1 hope would be entered into the Record, and 111 summarize it here. 

This is probably the final time I will appear before the Congress in any RTC capacity. Under 
the terms of the Vacancy Act,, my appointment would expire on March 30. There are limited 
circumstances under vitddk that could be extended, but I don't believe they will apply. 

As Secretary Bentsen said, if s our intention to nominate a permanent chief executive as soon 
as possible. 

Last year we chose I think a fine candidate, Stanley Tate (sp). He withdrew, which was not 
at our urging, and I bdieve he would have done a good job. I also want to join with Secretary 
Bentsen in dianking the entire committee for its bipartisan efforts to secure funding dirou^ 
the completion act passed late last year. 


Fd also like to note that the RTC has taken special efforts to be responsive relative to the 
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California earthquake. Foreclosures in those effective areas have been delayed, home ownere 
are being helped to avoid delinquencies on mortgages held by the RTC, and we notified 
FEMA of 54 multifamily units and 47 single family residences that can be made available for 
temporary housing. Now, on to the status report. 

Mr. Chairman, the S&L collapse required the biggest financial rescue probably in world 
history. Including money spent by the FSLIC beginning in 1988 it's expected to cost the 
American taxpi^ers the staggering sum of about $150 billion. To put that into perspective, at 
today's budget levels thafs equivalent to about 45 years of Head Start, about nine years of 
Aid to Families with Dependent Children. And at a time when we all struggle to finance 
federal support of vital activities from national security to education, these are sobering 
comparisons. I'm sure all of use would agree on a bipartisan basis to make every effort to 
ensure that such a fiasco is never repeated. When we inherited responsibility for this agency, 
it was not in sound condition. It was one of the largest contracting organizations of all time. 
But it had poor contracting'pFocediires. It was selling assetTin massive blocs, denying local 
investors a shot at local properties which they knew best. And despite being larger than 
almost any American financial institution in the private sector, any bank or any securities 
firm, it had no full-time chief financial officer, no permanent general counsel, and it had no 
business plan. So we determined to concentrate on repairing the organization and when 
Secretary Bentsen first testified before this committee, almost exactly a year ago, he outlined 
a series of management reforms to which we committed ourselves, and I'd like to very 
quickly just review some of those. A full-fledged review of all 21 of them is appended to my 
statement. 

Contracting. We found that the agency's contract award procedures had often been violated in 
the past, and our first action there was to mandate compliance. Some of the compliance 
problems reflected weak organizing principles. Contracts were often let by the same 
employees responsible for overseeing them. Obviously, in the event of a compliance problem, 
the employee then had little incentive to draw attention to it. So the Office of Contracts has 
been reorganized into two separate units; one for contract solicitation and award, and another 
for contract administration, to avoid conflict, and the scope of contracting oversight has been 
substantially expanded. Among other things, the staff there has been more than doubled, and 
reviews of nearly 500 outstanding contracts were undertaken last year. 

Next, audits. A new reporting ^stem has been implemented to ensure that management 
responds to the concerns raised by auditors. And that system now tracks and updates the 
status of all inspector general, GAO and internal RTC findings and recommendations. And 
Fm pleased to say that the RTC today is current in following up on almost all GAO and OIG 
findings. Busine» plan. We completed a comprehensive business plan. We provided copies 
of that to this conunittee. It is a highly detailed and, I think, objectively speaking, good piece 
of work. It's intended to be a living document and we're going to update it regularly as 
conditions warrant 

Chief financial officer. Donna Cunningham, our chief financial officer, has been on board for 
about eight months. She's taken that helm very ably, as reflected in a series of improvements 
in the internal controls in the organization. 
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The professiontl liability section. This has been a particularly troubled aren of RTC 
operations. There have been complaints from both sides of the spectrum, as the comments 
already here today illustrate; complaints that the RTC was unfairly pursuing former S&L 
directors who had no real roles in those organizations and, on the other side, complaints that 
the RTC was not sufficiently zealous in pursuing the real crooks. 

As GAO recognized in its mid-'93 report, the primary problems have involved inadequate 
staffing and an overall lack of expeneiit^ attorneys and die temporary nature of the RTC has 
made it particularly difficult from a recruiting point of view. But we have worked hard to 
increase the size and the training of the staff in this area. We currendy have the highest total 
of attorneys on board in the agency's history. Moreover, senior RTC and FDIC officials are 
planning to merge the RTC unit here, the PLS unit, with its counterpart in die FDIC, 
recognizing that the FDIC is a source of experienced attorneys in this area. 

I also want to say diat effective pfbsMution of PLS claims continues to be one of the RTCs 
highest priorities. 

Secretary Bentsen referred to our having formed an audit committee and appointed its 
members. We have also established a joint coordinating committee with the FDIC for 
purposes of planning the transition or portions of die RTC back into the FDIC the end of 
•95. 


I'd like to make a special set pf comments about expanded opportunities for minorities and 
women. That* s been one of our highest priorities, as Secretary Bentsen said. First of all, we 
elevated the minority and women's program to the divisional level, put the head of it on thef 
executive committee reporting directly to the CEO. We took action to expand die number of 
minority- and women-owned businesses receiving RTC contract solicitations. And there are 
now more than 1,100 of them in our database. 

Let me say a couple of words about the record. On a cumulative basis since inception of the 
$3.7 billion awarded in nonlegal fees, $800 million have been awarded to minority- and 
women-owned businesses, 21 percent Take a look at last year. We paid nonlegal fees of 
$500 million. Minority- and women-owned businesses received 31 percent of those. We also 
encouraged efforts to encourage the use of minority- and women-owned law firms on the 
legal side, as far as legal fees are concerned. Last year, such firms received $54 million, or 
13 percent, of all legal fees from us, a big increase over die *92 level. And within die 
category of minority- and wpmen-owned law firms, minority-owned law firms received $36 
million, far above the $23 million of a year before. I think the entire RTC is quite proud at 
the sharply incremed levels of minority and women's participation in all of the fee- generating 
activities of the agency, and details on that are also appended to my statement Turning 
briefly to operations and financial issues. Secretary Bentsen cited a series of statistics relative 
to the amounts of institutions which have been resolved since incqition. To me the most 
important statistic is $9,000. That's the average balance in institutions which have been 
resolved. And for diose who think this has been a bailout of the rich and famous, I think 
that's a pretty telling number. 
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We have 63 institutions under conservatorship today, $18 billion of deposits. Now that the 
Completion Act is law, we're in the process of marketing these remaining conservatorships. 
We ^ink these 63 will be resolved, Mr. Chairman, by the summer of this year, and it should 
cost $9 billion to $1 1 billion to do that. 

On the asset sale side, we exceeded the targets we initially set last year. Book value 
reductions, $63 billion; cash proceeds, 76 percent of that. Thafs a recovery rate below 
previous years because now we're down to poorer-quality assets, hard-to-sell assets. For this 
year, *94, we expected to reduce the book value of our inventory by $43 billion, cash 
. proceeds $29 billion, projected recovery rate, 66 percent 

Now, on this asset sales side, one of things we did was to put in place a small investor 
program because, if Fve heard anything in this past year in this capacity, it was that local 
investors were not — did not have a shot at local properties which they knew best So we 
took steps to ensure that asibta W6uld bb available for sale mdividually to small investors 
with moderate levels of capital. Under this program, individual offerings of real estate 
properties have been emphasized. Underscore "individual." Auctions and sealed- bid sales 
have become more frequent and geographically focused. Smaller loan pools are being offered 
to allow buyers to pur^ase smaller, more geographically segmented groups of loans. And Fm 
pleased to say that at the most recent non-performing loan auction, in August last year, a third 
of the winners were new buyers who had not participated before, and the new bidders, overall 
bidders were for the most part smaller companies with a much higher preference for small 
loan pools and were most interested in buying geographically-focused loan packages located 
in their own areas. 

Affordable housing — Secretary Bentsen noted this - since inception weVe sold over 77,000 
units, for a total of $1.2 billion. The average annual income of households purchasing in that 
program has been about $24,000, which, by the way, is 61 percent of the national median 
family income. Finally, Mr. Chairman, the issue of whisde-blowing. 

As was noted earlier, last September this conunittee held oversight hearings where a variety 
of allegations were made, including retaliation against whi^e-blowers. 

Now, let me emphasize in the strongest terms, we support protections for whistle-blowers and 
have taken seve^ actions to address those allegations. I issued a memorandum on October 
4di to all RTC employees strongly reiterating our policy of prohibiting retaliation against 
whistle-blowers. We established an employee ombudsman program to augment the efforts of 
the inspector general in gathering all types of employee allegations. That ombudsman reports 
directly to the CEO on a weekly basis, and I think that program is working pretty well, 
because as of Fd>roary ISth we'd received 116 inquiries, 96 of which had hem closed and 20 
of which were still pending. 

We also had conversations in person and by telephone with six of the individuals who 
testified here before this committee. And during these interviews we solicited comments, 
feedback, and suggestions from them on how best to remedy the problems which they raised. 
And a number of those interviews were insightful and have been taken into account in our 
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efforts to remedy some of the mantgement problems at the RTC. And 1 just want to 
underscore how seriously we have taken these allegations and that hundreds of hours have 
been spent working to understand and resolve them. 

In closing, the Completion Act requires the RTC to terminate on December 31st, 1995. We 
will make that, there is no question that we will make that, and I think it will be a happy day 
for all concerned, especially th e Aine rican taxpayer. Thank you. 

SEN. RIEGLE: Thank you very much. We're going to now proceed with the questions, and 
we'll go with the normal Eve-minute time periods. 

Chairman Greenspan, let me start with you. The Federal Reserve, of course, has raised 
interest rates earlier this month, and you just indicated publicly again that further increases are 
likely. And we know in the past that rising interest rates have had the effect of causing 
significant problems for thnfter NbW,"dbviousIyTIhFamouht is highly relevant But my 
question to you would be what effect are these higher interest rates likely to have on the RTC 
and, for that matter, on the future health of the thrift industry, which is still trying to work its 
way back? 

MR. GREENSPAN: Mr. Chairman, I think you raise a very important question, because one 
of the lessons of this whole experience has been that we have ~ we've put into place in the 
early post-war years an institution which was a specialized institution, one which could not 
function in a period of significant inflationary imbalances, an institution which had long-term 
assets and short-term liabilities. And, as the secretary indicated, when interest rates generally 
go up that institution is pressed as, indeed, we saw in an extraordinary sense in the period 
1979-1980. 

One of the things that is very important that we not allow to happen again is that 
extraordinary type of inflationary imbalance which was so destructive to those types of 
institutions. To be sure, savings and loans as a consequence of tiiat have restructured their 
balance to a significant extent and the maturity mismatch is not of the size that it was 
previously. 

Nonetheless, should interest rates rise significantly, then I think it does put those institutions 
in a very difficult position. It's been the concern of the Federal Reserve that we endeavor to 
fend off any such types of inflationary instabilities, and the actions that we took — we took on 
February 4th, and ^e general discussion which I outlined to the House Banking Committee's 
subcommittee in trying to comprehend the type of problems that may be out there, were put 
forward precis^ to prevent the types of difficulties which so d^ilitated die savings and 
loans. 

To date, die effects on these institutions, of course, have been minimal, and we dont expect 
to see any particular problems emerge on diat, but I would like to call - ask my colleague, 
Jon Fiechter, what he sees, he's looking at these institutions in a much more detailed way than 
I. 
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MR. FIECHTER: I would echo what Chairman Greenspan said. One — well, first, clearly a 
major risk in the thrift industiy, given the nature of the business, is interest rates, but a real 
difference befween the thrift today versus the thrift of the late 70s that ran into so much 
difficulty when the •• there was the rate (spike 7) in the early '80s, is that restructuring both 
of assets and liabilities, there are a lot of thrifts now that won't hold fixed rate mortgages any 
longer because they went through the early '80s. Also, as a consequence of (rate Q 7), 
institutions are able to much better manage their liabilities. As you know, Mr. Chairman, as a 
consequence of FDICIA, OTSlias'l^nralb! of time oh Interest rate risk. We have a fairly 
extensive model, and in anticipation of a question such as this, 1 asked the staff based on the 
information the thrifts now provide what would be the effect of a 200-basis-point increase in 
interest rates if it were to happen as a shock - sort of an across-the-board increase, but I don't 
think we're talking about that type of change. Only ten institutions would fail their current 
capital requirements. 

None of them would go bi^ow T]^rcehT capiul, howe^rT'Ahd while it's a very uncertain 
world we live in, the analysis that we've done has suggested that at least in the numbers that 
we're talking ^ut today, the thrift industiy is in a much better position to handle rate 
increases going forward. 

SEN. RIEGLE: I think that's an important response because I think it shows as well that in 
re-engineering, through FIRftEA and then FDICIA, die arrangements that the general strategy 
is working. Now, if we gek overtaken by, you know, events that were to drive interest rates 
above 200 basis points then we're into a different zone. But let's hope we're not going to deal 
with that. Chairman Greenspan, let me ask you one other question. This issue has obviously 
gotten a lot of attention here this morning. Are you satisfied with the way the Madison 
Guaranty issue has been handled by the RTC7 

MR. GREENSPAN: The oversight board has, as far as I'm concerned, had no relationship 
with the Madison issue because that is a qiecial case which is handled by the RTC dir^y. 
And I must say, I have not followed it in any manner which would enable me to address the 
question in a useful manner for you. SEN. RIEGLE: Senator D'Amato7 

SEN. ALFONSE D'AMATO (R-NY): Thank you, Mr. Chairman. 

Mr. Hove, on August 10th, 1989, there was a letter written to Mr. John O'Donnell by a Ken 
K. Scfaenck (sp). He's a credit specialist I don't know whedier you've seen this letter in your 
reviews of this whole matter, but just let me read you the last paragraph. 

”In the process of our suit against Frost & Company, we will most certainly examine 
practices and procedures Madison Guaranty used in the di^-to-day operations. We are 
making this information available in detail to Mr. HubbelL* Now listen to this sentence: To 
believe that none of this information will make it back to his family is naive. I do not know 
whether or not any information upcoming will be damaging, however, I would like someone 
with a wider scope of authority to review the situation and possibly eliminate this conflict" 
Here's a credit specialist who's telling you what the real world is about He was there. 

Now, let me go on. In the report released by the FDIC — eight pages of what I think is the 
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most incredible whitewash of Whitewatergate that I've seen. This is incredible - incredible. 
And Fve spoken to you just briefly before and I told you what Fm going to ask you. Page 
six, the bottom: "In addition, we have found no evidence that the firm had a close relationship 
with the S&L which might call into question its independence.” 

I mean, I have to tell you, given the information that your people were reporting back to Mr. 
O'Donnell, FDIC SAL project area coordinator, August 10th, 1989, given this incredible - Fd 
say the FDIC makes an assertiohlfhit theTCbse Law'Fifin did not maintain a close 
relationship with Madison Guaranty. Thafs incredulous in light of the fact that they had a 
monthly retainer with them for 15 months for several years earlier. I mean, how do you 
come to this conclusion? 

Now let me ask you one other thing. Is it true that no documents were reviewed as part of 
the FDIC's internal review which was conducted by your law department? Is that true? 


MR. HOVE: Let me respond to your question in the order that you gave them. You first 
talked about Mr. Hubbell and his relation^ip with the suit - with the Frost accounting firm. 

SEN. D* AMATO: Have you seen this memo? 

MR. HOVE: I have not seen that memo. 

SEN. D* AMATO: Let's have staff give a copy of this memo to Mr. Hove, please. 

MR. HOVE: Let me respond to that 

SEN. D' AMATO: Would you like to look at that last paragraph and let me know whether or 
not your people, in conducting this review have seen Ais? It goes back to 1989. And the 
person who sends it says it would be naive to think that Mr. Hubbell would not pass this 
information on to his family. 

MR. HOVE: But let me respond by saying that even if he had die issiue between Mr. Ward, 
who is Mr. HubbeH's fadier*in-law, and the Madison Guaranty had been already decided, 
and Mr. Ward had a judgment at that time against Madison. That case was on appeal, and 
therefore, any information that Mr. Hubbdl could obtain, even if he would obtain it, and give 
it to his father-in-law would not be admissible, would not be in die appeal process, even if he 
had had the information to give to him. 

SEN. D'AMATO: Mr. Hove, did you ask you, did read page six, the bottom of your report? 
Because we dont have much time. So Fm going to - it si^s, ”We find no evidence that the 
firm had a close relationship with the S&L.” Do you really believe that to be the case? Do 
you really believe that a monthly retainer that Hillary Rodham Clinton had did not establish a 
close relationship? Are you really suggesting that there was none? 


MR. HOVE: Her relationship - 
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SEN. D* AMATO: Is that credible in light of what you know? MR. HOVE: Her relationship 
with Madison was on an issue that was in a state agency and not with the federal 
government. It was not with the FDIC. And our case was not against Madison. Our case 
was against the Frost Law Firm — or over the Frost accounting firm. 

In addition, we find no evidence that the firm had a close relationship with the S&L, which 
might call into question its independence. I mean, are you serious? I mean, that is a 
conclusion that was made. Let me tell you, it was made by your legal department. 

Let's go into something else. Arpan'bnasf year's RTC Act, we have an inspector general 

that was created in the FDIC. Was the FDIC inspector general involved in this review? 

MR. FEECHTER: No, sir. The review was started at your request, if you recall. I had 
indicated to you in my confirmation hearing that we were undergoing a review by our legal 
division as to what was the policy, the conflict policy that may be in effect between the Rose 
law firm and the FDIC in the lawsuit that Rose was doing for the FDIC against the Frost 
accounting firm. SEN. D* AMATO: Lef me ask you this. Do you plan to ask the inspector 
general's office to analyze the procedures used by the FDIC legal staff in conducting this 
internal review and in essence to review this matter? 

MR. FIECHTER: I would do that if the committee requested that SEN. D' AMATO: Well, Fm 
requesting it, and I would suggest that you didn't need - you wouldn't need the committee to 
ask you to do this. I'd suggest to you that it's your job to do it. I'd suggest to you that when 
you have such obvious areas of conflict in this report, when you're saying that Aere was no 
close relationship, when you're suggesting that Webb Hubbeil would not and was not in the 
position to give any information to his father-in-law, that is incredulous. And if you don't 
have an inspector general looking to something like this, then what do you have him for? 

And what do you have? You have staff people who are going to make — who make this kind 
of determination? ..A 

Now, I have to tell you you will be doing yourself and the FDIC, I think, a great, great 
damage if you just diink that you're going to let it rest on this eight pages of sophomoric, 
legalistic mumble jumble that doesn't hold water. And Fve just looked at this report Fve seen 
some occasion to see it in the newspaper. This is the first time Fve had an opportunity to 
review it personally this morning, and it's shockingly inept . ^ 

Now, question. Do you intend, not by w^ of this committee instructing you, to put this 
matter, and don't you think it's, appropriate that it be submitted to the inspector general? Yes 
or no? 

MR. FIECHTER: Senator, we've been reviewing this to review our procedures, to review our 
procedures with conflicts, with conflicts not only with the Rose law firm but every law firm 
that we deal widi. And our procedure is to deal not only with the actual conflicts but also to 
deal with die appearance of conflicts. And in this case had we done that, had we dealt with 
the appearance of conflicts, it is likely that the appearance would have been different - the 
conclusion may have been different But Senator, this has been several years ago. At that 
time we had many cases coming in to us as a result of the savings and loan failures, and the 
conflict, under the rules that we were dealing with at that time, did not present any conflict of 
interest from the Rose law firm suing the Frost accounting firm. 
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SEN. D* AMATO: It's what we're doing today. Today you're saying there may be a conflict 
back then because they didn't have clear rules spelled out Today you're saying there may be a 
conflict back then because they didn't have clear rules spelled out Now let me tell you 
whether it smells today — and it smelled then — I don't want to get into this legalese that 
maybe - I want to know if you're going to ask the inspector general to review this matter. 
Thaf s a question. 

MR. HOVE: I will do that if comihitTeelequeste it 

SEN. D' AMATO: Well, Mr. Chairman, I would at this point in time move that we ask that 
this matter be reviewed by the inspector general. Now diis is not going to interfere with any 
federal prosecution thafs taking place, but it's a question of ascertaining whether or not we're 
getting the facts. Ifs a question of whether or not legal counsel has analyzed all die 
documents. I don't know - I read in one news account that says that no documents were 
received as part of the FDlC's lmelnal feviewrT'dont know Aether that's true or not, but 
thafs certainly something I intend to pursue. 

SEN. RIEGLE: Yeah, let me just respond to your question because the time is up and I want 
to stay within these time periods or well — we won't be able to move any at all here in an 
efficient way. 

Let me take your request under review. Fm not sure but what a request from a single senator 
may be sufficient to - in asking for an inspector general review. I dont know without sort of 
looking at our past practices and precedents, but let us research that question. 

SEN. D' AMATO: Let me thank you for die manner in which you've handled it, but I have to 
tell you something. Fm wondering why when I asked you a question, yes or no, would you 
undertake this - and Mr. Hove, before you answered, ^e fellow behind you with the glasses 
who has got a lot of hair I wish I had, you know, came up and told you what to uy. Now, 
can I ask what is your tide and what is your responsibility? 

MR. : The acting general counsd. 

SEN. D'AMATO: You're the acting general counsel. Well, you know, sir, whether or not 
you're going to ask, it seems to me for diis to be reviewed is a matter if you see that the 
propriety of diis report, the integrity, the correctness of it can be substantiated. And it would 
seem to me that you'd want to do Aat 

MR. HOVE: Wdl, let - 

SEN. D'AMATO: It would seem to me that without counsel coming to you and saying 
whether — you know, you can wriggle out by siting that die committee has to ask. And I 
appreciate Ae chairman's re^ns^ I really do. 

But I just want to make that observation, Mr. Hove. I find your response totally 
unacceptable. 
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MR. HOVE: Mr. Chairman? 

SEN. RIEGLE: We'll let - I want to move ahead to Senator Kerry, who is next, and if you 
want to make a response, certainly •• 

MR. HOVE; Yes, I would like to. and first of all, all the documents, everything that we have 
discovered is available to the speci al counsel , and we will make that available to the special 
counsel. I will commit to you thatT^lTaslc the inspector general to undertake an 
investigation. 

SEN. D* AMATO: Thank you. Thank you very much. And I think you have done the 
administration a service, yourself, the FDIC, and I applaud you for Aat Thank you, Mr. 
Chairman. 

SEN. RIEGLE: Senator Keny? 

SEN. KERRY: Mr. Hove, you were originally appointed to your position by President Bush, 
weren't you? 

MR. : That's correct 

SEN. KERRY: So you're a holdover from the Bush administration then. There's no special 
affiliation you have with President Clinton, is that correct? MR : That's correct 

SEN. KERRY: I think it's a fair issue always as to what the level of review is, as to any 
institution, if it takes place. And Pve certainly shared a public expression of concern about 
what the inspector generals have done or not done. But I would like to see, if ifs going to be 
done, as to Madison, I really want to see it done as to Columbia and as to some of the 
others. I just think we ought to cover the board here. 

Secondly, I want to point out the distinction here which we keep missing. And one of my 
colleagues earlier said if this were President Reagan who did this and it was Silverado and so 
forth, we'd be screaming. Those were sitting presidents who made sitting decisions regarding 
a policy at that moment in time that cost the taxpayers a lot of money. There is no sitting 
presidential decision here, there is no issue of presidential policy here. There is no issue of 
taxpayers being cost mon^ by an action taken by the president of the United States at this 
time. This happened in 1982 and 1986, before they became president. Now, an individual 
died and there's an investigation into the death of Aat individual and what m^ or m^ not 
happened is a fiir question with respect to the death. And that's being investigated by the 
first special prosecutor of an opposing party that I can think of in my public memory in 
public office that's been appointed. That is the clear distinction here. And it is a very real 
distinction. No taxpayer money, no public issue of policy, no decision of a sitting president 
of the United States with respect to what this committee has oversight on and is here for 
today. 

The question is legitimate: what took place, were there relationships previously — these are 
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important as to all these banks. And it is fair for the special prosecutor to proceed on that, 
and it is even more important that this committee guarantee down the road that we investigate 
everything. Fm not sitting here saying something may not have taken place. In point of fact, 
there may be some indication that some folks outside of the White House may have some 
questions to answer. But there is no evidence whatsoever with respect to policy or taxpi^er 
money or any decision made by the president of the United States that warrants this kind of 
inquiry. 


Now, let me ask you, if I may, Mr. Altman, and Mr. Secretary, perhaps you can share with 
me, because one of our concerns is not just Madison but a ^ole lot of other institutions. I 
think 42 percent of the total losses fall in Texas alone. And there's a serious question about 
professional liability with respect to those institutions. Fd like to know, to dat^ what is the 
total amount of money recovered to date from directors or officers of these institutions 
nationally? 


MR. ALTMAN(7): $640 million, senator. 

SEN. KERRY: Six hundred and forty million? 

MR. ALTMAN(?): From institutions — from institutions. 

SEN. KERRY: And that's recovered through liability cases. MR ALTMAN(?): Those are 
criminally related recoveries.. 

SEN. KERRY: What about civil? Is there any at this point? MR ALTMAN(?): In addition to 
that figure I gave you, about $745 million from civil-related recoveries. 

SEN. KERRY: So we have iti fact recovered to date a billion three, is diat correct? Ifs not 
insignificant 

Can you break down where, that has taken place? Ifs my understanding 42 percent of die 
total cost of bailout was Texas. Is there a corresponding recovery rate or any kind of rate 
you could give us as to where the most money came Bom? 

MR ALTMAN(?): I dont have information with me, senator, on state-by-state breakouts, and 
I dont know whcAer — 

SEN. KERRY: Would it be possible just to get that at some point in time? MR ALTMAN: 
Well be happy to do our be^ to do so. 

SEN. KERRY: I diink it would be good to have a sense of dial Ifs my understanding that 
you were going to take a look at this question of sort of why the recovery rate may or may 
not have been low. Have you been able to draw any conclusions as to diat? I mean, one of 
the things I heard is that a lot of the attorneys who came on believing that th^ were going to 
be able to engage in recovery grew so frustrated at not being able to do so in die early years 
that they left I dont know if thaf $ legitimate or if you've found odier reasons, but could you 
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share with the committee what, if anything, you may have discovered with respect to the 
recovery process? 

MR. ALTMAN: As I said in my opening comments, the entire PLS area has been a troubled 
one, and there have been complaints from both ends of the spectrum about overzealousness 
and about inadequate pursuit And we've had as GAO in its report noted a high degree of 
turnover and difficulty retaining - recruiting and retaining experienced attorneys because of 
the temporary nature of the'RTCTTCffeFall, here we are with less than two years to go. 

SEN. KERRY: Currently that's true. What about in eighty - what about in the early stage - 
late — late '80s? 

MR. ALTMAN: Well, of course, the RTC has always been intended to be a temporary 
agency, and Fd just refer you to the GAO report which concluded that that was a particular 
problem. And as Fve menfiohed, we've nfade CseTi^ of elfd^ to strengthen that, the most 
important of which is to hire a very good and very strong general counsel. 

When we inherited responsibility for the RTC, despite its being such a large institution - as I 
said, larger than almost any private financial institution in the country — it didn't have a 
full-time genera] counsel. And that's a very important step we took. We've also got more 
PLS attorneys on board today than ever before in the history of the organization. So we're 
making every effort to try to fulfill all the responsibilities we have in diis area. 1 don't think 
there's any way to know, senator - or if diere is, I dont know - whether - or what 
percentage of recoveries that have been made compared to the potential that an ideal effort, a 
perfect effort would have obtained. I don't - I don't know the answer to that 

SEN. KERRY: Okay. My time is up. Thank you very much, Mr. Chairman. 

SEN. RIECH£: Thank you much. Senator Kerry. 

Senator Bond is next 

SEN. CHRISTOPHER S. BOND (R-MO): Thank you very much, Mr. Chairman. Mr. Altman, 
are there special measures taken when in the resolution of a failed thrift you find it to be 
affiliated with a high profile individual? Someone in government, for example? 

MR. ALTMAN: The procedures. Senator, which the RTC follows are intended to be identical 
in each case, and they certainly have been identical in the case discussed this morning. 

I 

SEN. BOND: After you discovered that the president of the United States^s name might be 
mentioned in a criminal referral being made by your agency, did you take any steps to ensure 
that documents created in the case were protected and preserved? 

MR. ALTMAN: When the possibility of a criminal referral was brought to me, I took one 
step, and that was to instruct all the relevant RTC personnel to handle any jud^ents about 
criminal referral in the same exact fashion that they would be handled in any other PLS 
matter, no deviation v^atsoever. As far as documents are concerned, die same thing. 
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SEN. BOND: You instructed them to handle the documents in the same way? MR. 
ALTMAN: That's correct 

SEN. BOND: Were there any instructions received by you or to, your knowledge, anyone in 
your agency from the Department of Justice, the White House or special counsel with respect 
to the retention of documents? 

MR. ALTMAN: To the best of my knowledge, and I believe I know this, there were no 
requests or conversations with the White House whatsoever on that With regard to Justice 
and the special counsel, Fm advised there have been conversations, the essence of which is 
that each party reminding the other not to take steps or release information which could 
jeopardize either party's investigation. 

SEN. BOND: Given the fads Tset out in ihy 'openmg statdndit, we are concerned about 
whether all the documents are there, can you assure die committee that no one has issued any 
instructions to you or your agency to retrieve, relocate, destroy or tamper with any documents 
dealing with Madison, its affiliated enterprises, directors, owners or business parmers? 

MR- ALTMAN: I have no knowledge whatsoever of any such effort SEN. BOND: Has 
anyone in your agency, specifically the Department of Records Management, indicated to you 
there are any missing documents? Or has anybody discovered any files missing or 
unaccounted for? 

MR. ALTMAN: No. 

SEN. BOND: You are absolutely sure that - 

MR. ALTMAN: No, your question was: Has anybody indicated to me. SEN. BOND: All 
right 

MR. ALTMAN: The answer is no. 

SEN. BOND: Would you inquire of your records management agency whether they have 
either. A, been given instruedons about the handling of documents from somebody outside or 
if they have found any evidence of missing documents or find diat there are documents 
apparently missing? If you would inquire of that and advise us if you do find that there is 
such information? 

SEN. RIEGLE: I diink the stenographer should note that he's nodding in the affirmative. 

MR. HOVE: Yes. 

SEN. BOND: Finally, will the RTC release copies of the initial September 1992 referral to 
the Department of Justice and copies of the second referral on October *93? 

. 1 
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MR. HOVE: Senator, we're not in a position to release any documents that could have a 
negative impact on the investigation. I don't think you would want us to do that And 
documents of that type that you're talking about fall into that categpry. 

SEN. BOND: Allegations were made by Susan McDougal that many of the Whitewater files 
were actually delivered to Mrs. Clinton in 1987. What steps have been taken by your agency 
to recover those files or to ascertain where those files mi^t exist? 


MR. HOVE: I have no knowledge of that matter. 

SEN. BOND: Have you heard of the allegation? 

MR. HOVE: Actually, no. 

SEN. BOND: Mr. Altman,~I know there's manyliqiectsld'iir"! was just reading one of the 
stories appearing in Commentary which referr^ to those allegations. We don't know if they 
are true or not, but I would suggest that someone should make inquiry to ascertain whether 
there is any truth to the allegations and if so, to take appropriate steps to recover such 
documents. Finally, where are the documents being kept, and have they been thoroughly 
catalogued? 

MR. ALTMAN (?): Well, I can assure you that all proper procedures relative to safeguarding 
of documents are being followed. We also have a responsibility in regard to any case to 
obtain all the necessary materials for purposes of making a litigation decision. 

So any documents that the legal staff at iht RTC believes would pertain - would help it 
reach a conclusion on a litigation decision, in this or any other matter, it makes a maximum 
effort to obtain. 

SEN. BOND: But that - you have no knowledge of the specific question I asked about the 
records potentially in the possession of Mrs. Clinton? MR. HOVE (?): None whatsoever. 

SEN. BOND: Thank you, Mr. Chairman. 

SEN. RIEGLE: Senator Boxer? 

SEN. BARBARA BOXER (D-CA): Thank you, Mr. Chairman. I want to pick up on where 
Senator D'Amato left off with Mr. Howe. 

Mr. Howe, as a Bush appointee, you were familiar, obviously, with the laws in those days 
regarding conflicts of interest, and you said that at that time there had to be a direct conflict 
of interest And die appearance of a conflict of interest now is considered important, but at 
that time, that's not the way things were done. Is that correct? 

MR. HOWE: That is correct. Senator. 

SEN. BOXER: So the law was strengthened, and now you have to look at the appearance of a 
conflict of interest 
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MR. HOWE: It's not a law, it's a procedure that we have at the FDIC. SEN. BOXER: All 
right 

MR. HOWE: And at that time, we were looking only at the conflict of interest Now we look 
not only at the conflict but also at the appearance of any conflict SEN. BOXER: Right 
Well, Chairman, I think this is a very important point. And what I would like to suggest 
is this; my colleague. Senator D' Amato, is very interested in this one particular S&L, which 
as I understand it, on the list of failures is tne 194th larg^ in the country. I'm also interested 
in seeing if there were conflicts when lawyers were hired in some of the bigger closures. For 
example, there were, as I understand it, 14 S&L failures that cost the taxpayers more than one 
billion [dollars] each. Of these mega failures, six were located in Texas, two in California, 
two in Arizona, one in New Jersey, one New York, one Florida and one Penn^lvania. And I 
would like to ask you - and since I think the chairman said a senator can make a requ^ — 
that in these mega failures, these six, 1 would like you to go back and take a look at the law 
Arms that we used at that dme* to see if there were 'inflicts of interest and have a — and at 
the same time that you issue this to Senator D* Amato, I would very much appreciate knowing 
that because I do have a big concern about the scams that were going on at ^at time. 

MR. HOWE: Senator, many of these cases probably were the RTC cases and not the FDIC. 
The reason that we had this case was that we inherited the FSLIC cases in late 1988 or early 
1989. This one came to us at a window of time prior to RTC's being created. So I think that 
your request might better be directed toward the RTC. 

SEN. BOXER: Well then I will make that request to the RTC and ask that we have that 
report Would I make that to Mr. Altman or Secretary Bentsen? Mr. Chairman, who do you 
think would be the appropriate party? 

SEN. RIEGLE: Well, they both are hearing it, so — 

SEN. BOXER: All right Well, I will assume that will be done because, as I say, what I And 
most incredible is that there's this outrage directed at one particular situation, and ifs so 
obvious why. You know, Mr. Chairman, I just want to say this, if I might — FIl get back. I 
just have to say this, if I might We all bring our experiences to die table, to our committees, 
to our work. And as I sat through this, I had the sense that this reminded me of something, 
the dynamics here, and it comes back to my being a mother and my experience in raising two 
kids, and when they wanted something, they made a pretty strong case. 

And if they really wanted something, they stamped their feet And if I gave them what they 
wanted, I expected them to be happy because I acceded to their request. And if they kept on 
stamping their feet, Fd tell them, "You're unreasonable.” And if they kept it up, Fd take 
further action. But I think what I see going on here is that there was a demand for the best 
and most impartial person to look at a situation that obviously had a lot of political overtones, 
and in an attempt to handle it fairly, that request was granted, and we dont know the end 
result 

But what I see happening here, Mr. Chairman, is diat people are still stamping their feet as if 
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nothing's teen done. Something very important has been done. A lease has been taken on 
offices for something like four years. Eight attorneys are looking at this whole situation. 
Every question that's been asked by my colleagues is being looked at, not by a Democratic 
prosecutor, as Senator Kerry has pointed out, but by a Republican prosecutor, and someone 
who I believe has the faith of the American people, if not some of the senators here today, 
who seem to want to interfere in that investigation. 

SEN. RIEGLE: Senator Boxer, 1 might jii^ say, you may or may not have seen this in this 
morning's Washington Post, but there have bem 2S FBI agents assigned to work with the 
special counsel, in addition to that legal staff that you cite. 

SEN. BOXER: Yes. And, Mr. Chairman, I have to si^ that gives me great comfort As much 
as I respect my colleagues' skill at questioning and badgering. I'd rather have this matter 
handled by someone who is so well-respected, cannot be accused of partisanship, as my 
colleagues on the Republican side here could be or l could bTor Senator Kerry could be. 

So let's stop stamping our feet, and let's say this is good, that this investigation is going 
forward. And I really do have faith that we will find out what the problems were. And we 
don't know where it dl will lead, but I don't think that turning this hearing into a browbeating 
of witnesses here does any good here at all. 

I have some written questions I would like to submit, but I would have to say overall I am 
pleased with the report that we're getting. It seems to me we're moving along, perhaps; 
hopefully, under budget, moving forward with women and minorities and the things that many 
of us care about, and going after these crooks. Thank you. 

SEN. RIEGLE: Do you want to say something? Otherwise Fm going here. MR. ALTMAN 
(?): No. no. I just wanted to note to Senator Boxer that we would respond to that question 
diat you earlier asked. 

SEN. BOXER: Thank you. I really look forward to seeing that for those six institutions. 
Thank you. 

SEN. RIEGLE: Thank you. 

Senator Bennett 

SEC. BENTSEN: Mr. Chairman, if I might ~ 

SEN. RIEO£: Uh, excuse me. . i. • . 1 . 

SEC. BENTSEN: (Off mike) — my responsibilities as secretary of the treasury to deal in 
oversight, and Fm specifically precluded from intervening in individual cases. That's the 
responsibility of the RTC. 

SEN. BOXER: But the RTC will do that Thank you. 


SEN. RIECR£: Senator Bennett 
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SEN. ROBERT F. BENNETT (R-UT): Thank you, Mr. Chairman. I agree with Senator 
Boxer we all bring our person^ experiences to this. I will tiy to stop stamping my feet 
(Laughter.) I think that's an appropriate response, but — 

SEN. BOXER: You've just been tapping your toe. (Laughter.) 

SEN. BENNETT:^ I've just been tapping my toe. I must, however, out of my own experience 
share with you the number of times thatl £fi loyal Republican went to the White House in 
the Nixon administration and kept saying "You have got to get this out You have got to fmd 
out who is behind this and tell the truth.” And I kept getting told "This is a third-rate burglaiy 
that nobody cares about" Fm sure on a list of breaking and entering - (laughs) - this would 
have — the Watergate breaking and entering would have been considered veiy, veiy minor. 
And people kept saying to me, "No, no, it'll all blow over." Well, it was members of your 
party. Senator Boxer, who kept stamping their feet and kep^the Aing up. A special 
prosecutor was appointed wh6 iii my recollection wasTD^bcrat I think Mr. Cox did not 
have very good Republican credentials when he was appointed to that circumstance. 

SEN. KERRY: He was a Republican. One of the good ones from Massachusetts, but he was 
a Republican. (Laughter.) 

SEN. BENNETT: He was a Republican? Well, I knew his law partner. He was a Democrat 
We need not beat this further, but I do hope everybody understands diat when there is an 
allegation of wrong-doing the smartest thing any politician can do is get all die facts out on 
the table. Fve tried to do that. When Fve been accused of making mistakes, Fve discovered 
that the very best thing you can do politically is not try to cover it up, and that's the only 
advice I give my fnends in this circumstance, having lived through the Watergate thing on the 
other side of it 

SEN. KERRY (?): Can I just take 30 seconds to sr^ to my colleague that's exactly what we 
did. Senator Moynihan, national television. Senator Bradley, Senator Bob Kerr^, myself and 
others said appoint a special prosecutor, and indeed, die White House turned around and did it 
while the president was in Europe. i 

, . I 

SEN. BENNETT: I understand all that, but I also understand .that the stamping of the feet that 
went on prior to that probably had something to do with that decision. I dont think it was 
entirely sound public policy on the minds of the people on the other side. 

Let's get back to {he RTC if I can. I do want you to refer carefully to the article that I put in 
my opening statement You've talked a great deal about minorities and women, and I yield to 
no one in my desire to see to it that there is fairness done. 

The allegations that were made by the gendeman from Denver, however, is that there is 
serious reverse discrimination going on in the RTC, and that anyone who does not fall in that 
category cannot get a job and cannot get a promotion. And if diat is true, that is something I 
think you should pay attention to. So I would ask you to review that 
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Now, make reference to continuing sales, and again, this is a personal circumstance. I've had 
a number of people come to me in Utah and say here is a marvelous investment opportunity 
to pick up at fire sale prices properties that can be enormously valuable. I have decided 
finally to divorce myself from having to make any investment decisions, and I put all of my 
assets in a managed trust and trust the trustees of that trust to make those kinds of decisions. 
But I said to them I cannot personally invest in this because I sit on the Banking Committee 
and it's involved in oversight of the RTC and these are RTC properties. 

But I did, prior to creating the managed trust for my assets, go through the process of looking 
at them, and as a businessman, I can say you really are moving them very rapidly because it 
struck me that some of the prices were indeed unduly low and that the RTC could in fact 
have gotten a better price almost as quickly if not just as quickly as they were getting for 
some of these properties. Do you have a sense on that issue? Pm not accusing you of 
anything, I simply want you to talk about it 

MR. ALTMAN: Well, first of all. Senator, we have a statutory responsibility to maximise 
recovery for the taxpayer, so we must pursue sale techniques which respond to that goal. 
Second, all RTC assets, for practical purposes, are sold at auction, auction of one kind or 
another. So rather by definition, the market - the price which the market establishes on that 
day is the price. It's always possible to look back on any transaction and say you should have 
done it later or you should have done it earlier, but fundamentally all of our sides are on an 
auction-style basis. I think the only other point I would make is diat we're now in — we now 
- our inventory today is of the harder-to-sell variety as we're getting down toward the end. 

So our recovery rates, as I mentioned in my statement, are lower. I think last year we 
recovered at a rate of 76 percent of book value, and this year it'll be in the mid sixties. The 
character — 

SEN. BENNETT: Let me just go back to your earlier statement I understand what you're 
saying here, and I dont want to be argumentative about it One instance, we were told - or 1 
was told that while it was technically an auction, the RTC had determined the price and that, 
if I would simply submit a bid for this price, I would be guaranteed to get it, that the RTC 
would not entertain any other requests. And I turned it down, as I say, for the reasons Fve 
described, although Til s^ to my colleagues, the ethics committee told me I need not have 
done that I could have made the investment I decided to avoid the stamping of feet later on 
in some future campaign in Utah. I would not run the risk. But it was my understanding that 
the people who did ultimately pick up the property did it for the price that we were told was 
the price. And we were told, "Yes, Ais is techni^ly an auction; there will be a sealed bid, 
but this is the sealed bid we want and if you submit it at that price we can guarantee diet you 
will get it" 

MR. ALTMAN: I'd like to make points. The first is - that's not how it's supposed to work, 
and if it worked that way -- just taking your comments in their entirety J it i^ould not have. 
Second, the RTC does reserve the right to reject bids and to establish in effect reserve prices 
or floors. So, it isn't the case — it isn't always the case that whatever die high bid is ifs 
accepted. But, there should never be an auction where any such indication, any such 
knov^edge is provided beforehand; if it was, it was a mistake and shouldn't have happened. 
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SEN. DENNETT: I'll just assume that it was a mistake in a particular circlmstance, and I'm 
grateful to you for your response. | 

SEN. RIEGLE: Well, and perhaps a look could be taken at what may havl been going on 
there, because that's not — you know, let's not have it happen again. Senatlr Sarbanes was not 
given a chance, was not here in the sequence to give an opening statement and has asked to 
do so and I'm going to acknowledge that as I do with everyone. And then after he's done 
that, we'll start his time clock on ^ei^oiu.' Senator Sarbanes.* 


SEN. PAUL SARBANES (D-MD): Mr. Chairman, 111 be brief. I don't want to impose on my 
colleagues, but I can't forego the opportunity with Chairman Greenspan here before us not to 
talk about interest rates just briefly, since I think they're so essentially involved with where 
the economy may be going. And I just want to - I want to make a statement about that 
Fve met with the chairman from time to time, both privately and of course in public sessions, 
and Fve raised with him the concern that a hike in ^orMerm rates would raise long-term 
rates. The chairman's position has been, as I understand it, that when short-term rates go up 
long-term rates would initially rise but ^at within a few weeks or so th^r would settle back 
down to a level near where they had been When short-term rates were raised. We then 
contacted the Fed for the analysis that in effect was the underpinning for this statement. 

We've had difficulty getting that analysis, but it's finally been forthcoming. And as the Fed 
says, and I quote, the Fed staff, "As you have noted, short- and long-term rates do tend to 
move together." They then go on to make a rather subtle argument that to the extent that the 
Fed is ahead of the curve the response of long-term rates is less than when the Fed is moving 
too little too late, in responding to a build-up of inflationaiy pressure. So in a sense, they're 
shifting, as I understand it, the position that was asserted to me by the chairman. 


On the morning of February 4th when the Federal Open Market Committee raised die Fed 
fund rates from 3 to 3-1/4 percent, the 30- year bond rate stood at 6.30 percent — 6.30. Since 
diat time, long- term rates have risen steadily. As of the close of business yesterday, the 
30-year bond rate was 6.65 percent Thus, since Fed funds were raised, long-term rates have 
risen by 35 basis points; in other words, more than the 25-basis-point increase in diort-term 
rates. Now last summer at a hearing with Henry Kauffman (sp) and Paul Samuelson (sp), 
copies of which testimony were sent to the Fed and with a request that it be distributed to 
members of the Open Market Committee — Henry Kauffman (sp) argued that raising 
short-term rates could lead to higher long-term rates; in other words, die contrary of this 
position that was asserted that if you take up short-term rates, you can bring down long-term 
rates. And I quote Kauffman (sp). "I also take issue with the assertion that a small increase 
in the Fed fund rate this summer would be welcome by the financial markets and would 
accordingly lead to a decline in bond yields. Perhaps. But equally likely is that the bond 
market would interpret such a rise in the federal funds rate as the first of a number of future 
increases, and market participants might easily react by pushing bond yields higher. Under 
that scenario, the rise in the federal funds rate could magnify inflationaiy expectations, 
precipitating a sell-off of bonds." 


Now just todi^, Hobart Rowen, one of our nation's most perceptive economic commentators, 
has an article in the Washington Post headed, "The Fed Meddles,” and I just want to quote 
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from it briefly. "As it has many times in the past, the Federal Reserve Board is taking the 
country down the wrong road by raising interest rates. It has violated the dictum, 'If it ain't 
broke, don't fix it,' and as a consequence, the smooth recovery from recession that has cheered 
business and consumers over the past year is being threatened. "Fed Chairman Alan 
Greenspan told die Joint Economic Committee in widely analyzed testimony January 31 that 
the central bank, which had allowed interest rates to fall to record lows, would not change 
policy to slow economic growth. But four days later, on February 4th, the Fed raised 
short-term interest rates by one-quaher of a point iii a, ' quoted 'preemptive strike,' unquote, 
against future inflation. To make sure there was no doubt in the markets that the Fed had 
decided to interrupt the easy money pattern, Greenspan publicly announced the move. 

"In new testimony this week, Greenspan failed to justify the Fed's action. He admitted that 
there was no discernible inflation, that wages are not moving up, that there is virtually no fear 
the economy is growing fast enough to make overheating a danger.” 

Now, the whole problem here - and I - this is to close this statement, and then I have just a 
couple of questions to put to Mr. Altman. I won't take anywhere near my question time 
because I — is all — it's all encapsulated in this - in this cartoon, which shows this truck 
moving down the road. It says "Economy”. And the economy has been moving down the 
road, and we all want to see that The driver here has got his hands up to his head in horror. 
He's slamming on the brakes. As you can see, "Brake. Screech,” bringing this truck labeled 
"The Economy" to a halt And the reason he's doing it is because out here in the middle of 
the street is a man labelled "Greenspan". (Laughter.) And he's bending over here. He's out in 
the middle of the road out in front of the truck, obviously forcing it to come to a screeching 
halt He's bending over to pick up these papers here that say "Interest Rates.” And he's 
saying, ”Let's see, we'll just pick Aese up.” 

Now - 

MR. GREENSPAN: You know, senator.^ pulled a muscle in my back and I now just realize 
how I did it (Laughter.) 

SEN. SARBANES: Well, Fm glad we found the explanation for it, Mr. Chairman. SEN. 

. KERRY: You know, Mr. Chairman, if you say something really interesting now about interest 
rates you could functionally terminate Ais hearing and relieve us all. (Laughter.) 

SEN. SARBANES: Mr. Chairman, I know that's not the focus of today's hearings, but I diink 
this matter is of such importance. The Fed, of course, is urging the Congress to shqr the 
course on fiscal policy. I happen to agree with that I think we ought to sti^ widiin the 
constraints of the agreement that was reached last year, and I expect that we will. But by the 
same token, ifs my own view that the Fed should have stayed the course on monetary policy, 
certainly until we had greater assurances that real growth was taking place in some lasting 
and permanent wi^ and some evidence that one can look to that indicates that we're 
beginning to get some kind of inflationary problem. Now, Mr. Altman, I just want to put a 
couple of questions to you. Earlier you were questioned by one of my collea^es on the other 
side who went through a list of — (laughs) - sort of "Have you stopped beating your wife" 
type questions, I thought And so let me try to turn it around and get — I want to be sure. 
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Do I understand that the cases to which they're making such reference were handled in the 
same way that ail other cases were handled - in other words, according to regular 
procedures? 

MR. ALTMAN: Senator, the instructions that I gave were that all procedures, normal 
procedures should be followed in this matter without any deviation. SEN. SARBANES: And 
to your knowledge, that’s — 1 m ean, to the best of your knowledge that’s the case. Is that 
correct? 

MR ALTMAN: Yes. 

SEN. SARBANES: Mr. - 

MR ALTMAN: Of course, Fm commenting as to the handling of the case under my 
responsibility. Fm not making a comment about matterilhaTniave no knowledge of of three 
or four years ago. 

SEN. SARBANES: Oh, I understand that, but as I understood the questions that were put to 
you, it was with respect to your own responsibilities. I don't how you could be expected to 
assume the responsibilities of others, so to speak. Mr. Chairman, I just have one comment 
about the constant reference here to Madison and Whitewater and so forth. And that is diat, 
you know, an independent counsel has now been selected. I read the transcript of his press 
conference with the Attorney General when it was announced. Actually, as I understand it, or 
as he said, he defined the scope of the investigation. In fact, he si^s, "Fm totally satisfied 
that I will have the independence and complete authority to do this job right” 

And then the resolution by which his jurisdiction is defined, this is Robert Fiske now Fm 
talking about; "This resolution has bem deliberately drafted broadly. It was drafted by me to 
give me the total authority to look into all appropriate matters relating to the events that bring 
us all here today." And he then goes on to specify that 

Now, of course, I think Fiske is regarded highly. In fact. Senator D'Amato called him "a man 
of unflinching and uncompromising integrity. He's the kind of person who will bring out the 
truth for the American people so there will be no question as to the thoroughness and 
objectivity of this investigation." I don't differ with that evaluation, I say to my distinguished 
colleague from New York, from what I know about Mr. Fiske and whafs been told to me 
about him. So I think that's an accurate evaluation of him. Now, the other point I want to 
address is, he was asked in that conference, "Do you think that a congressional hearing of any 
kind at this poiqt might hamper your investigation?" This was a question put to Fiske by a — 
at that press conference when he assumed his responsibilities. And this was his response, and 
I quote him ~ this is now Robert Fiske Fm quoting, the independent counsel: "I think the 
history of these situations is that it is difficult to conduct this kind of investigation at the 
same time a congressional investigation is going on. The decision whether to have such an 
investigation obviously is not mine, but I think just looking back at the past, we can all see 
that that is not an easy relationship." End of quote. 

And I just wanted to put that on the record, because I think ifs very important to understand 
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that, you know, an independent counsel now has been selected. The independent counsel has 
been given a grant of authority - actually, according to his own testimony, he defined, in 
effect, the grant of authority. 1 haven't quoted it, but the attorney general is very clear here in 
her statements that he has a full scope to proceed as he deems necessary and. to call upon any 
resources that he thinks are advisable. And it seems to me that, you know, we've put the 
matter where it ought to be put 

Now, there was some delay in getting 'toMdiat'^int I understand that But that's the point we 
are at now, and it seems to me that that is — ought to be reassuring to the American people 
that this matter will be looked into thoroughly and comprehensively and that Mr. Fiske and 
his associates — and he's now in the process of putting together, I understand, a rather large 
and first-rate staff ~ will get to the bottom of this matter. And I think it's very important that 
that be put on the record. 

I thank the chairmart 


SEN. RIEGLE: Thank you. Senator Sarbanes. 

I made reference earlier ~ I'd just take one moment before calling on Senator Faircloth. I 
made reference earlier to the actual legal charter of independent Special Counsel Fiske which 
is published in the Federal Register on Friday, February 4th, and IVe read it And it's really 
quite a - I just hold it up here, and we'll put it in the record so that it's there in the context of 
this discussion. But this is about as broad and as firm a legal mandate as anyone could have. 
And I notice here that under the Department of Justice the action to accord him that kind of 
operating latitude was in the.forinri^fTlinal rule. So this locks.it in. I mean, this independent 
counsel, I think highly regarded across this board - from Senator D' Amato's comments to 
others that have been made by other people who know him well — has the authority to go 
anywhere he thinks it necessary to go. And I again make reference to diat article today in 
The Washington Post, because he's obviously setting up subsidiary investigative efforts, where 
he's putting together teams to go down each and every issue so that diere are no questions left 
at the end of his work. In any event, I urge my colleagues to teke a look at this, because I 
think it is instructive. Senator Faircloth. 

SEN. LAUGH FAIRCLOTH ^-NC): Thank you, Mr. Chairman. And I want to thank you 
for the maimer in which you've conducted the hearing. It hasn't been ea^. I had one or two 
quick one-liners, and then I had some questions. (Laughter.) One of them is in empathy with 
1^. Altman. I tought and sold many a piece of land in my life. I never bought one that 
somebody didn't tell me I paid way too much for it, and Tve never sold one that somebody 
didn't come immediately and tell me I should have gotten a lot more. But I survived. MR. 

ALTMAN: Yoii probably did very well. 

SEN. FAIRCLOTH: Chairman (jreenspan, I think - two things. If we get nothing else out of 
all of this conversation, I believe it will demonstrate to the American people, and maybe to 
the Congress as a whole, that we need to keep the Federal Reserve, the Comptroller of the 
Currency, die Office of Thrift Supervision and the FDIC as separate entities, and ifs well 
spent money to have them separate by the taxpi^ers' money to keep it as it is and not be 
consolidating it into a political position. I hope thafs it As Senator Sarbanes mentioned on 
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your increase in interest rates and inflation, 1 have observed over the years that inflation is 
somewhat like Alzheimer's disease; you've had it three or four years before you find out you 
really have it. And inflation moves before we - it goes underground a long time. So 1 Aink 
you're absolutely right in increasing rates in anticipation of what might happen. I have found 
that inflation — a recession will scare you - in business, a recession will scare you to death, 
but inflation will kill you. And I have a question for Mr. Hove. 

Mr. Hove, it's my understanding BiaTWeb^r Hubbell~ m his current position as associate 
attorney general, and in his words, "chief operating officer" at the Justice Department, has 
formally recused himself from matters regarding Madison Guaranty. Would you agree with 
me that it would be improper for Mr. Hubbell to seek to involve himself in the FDIC 
investigation beyond what he was asked by the Legal Division? 

And if you will - since that light is looking at me - I'd like yes or no answers, if you would. 

MR. HOVE: I think the issue of Mr. llubbeir recu^hg himself Is an issue that Mr. Hubbell 
has to deal with. 

SEN. FAIRCLOTH: Fine. Have you had any communication with Webster Hubbell 
concerning the Legal Division's report? 

MR. HOVE: I have not 

SEN. FAIRCLOTH: Are you aware of any communication between Webster Hubbell and an 
FDIC official in the general counsel's office regarding Mr. Hubbell's role in the Legal 
Division's then-pending investigation and report? MR. HOVE: Yes, sir. Legal Division has 
had conversations with Mr. Hubbell. SEN. FAIRCLOTH: Are you aware of any 
communication between an official in the general counsel's office in Washington and the 
FDIC official in the Kansas City, Missouri field office regarding Webster Hubbell's role in the 
then-pending investigation and report? 

MR. HOVE: No, Fm not aware of that 

SEN. FAIRCLOTH: Would you be willing to let the general counsel's office release their 
telephone records for the week of January the 24th through January the 31st? 

MR. HOVE: Senator, we're willing to release any non-confidential information diat would be 
generally available to the public. As you might know, many of these things would be privacy 
concerns and we would be concerned about releasing diose without redacting some. 

SEN. FAIRCLOTH: So you would not release them? 

MR. HOVE: No, sir, we will release diem, we will release any non-confidential — 

SEN. FAIRCLOTH: All right, that's - who decides whether ifs. confidential or not? 

MR. HOVE: Well, does it include - does it deal with privacy of the individual. SEN. 
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FAIRCLOTH: Well yes it does, but we need - yeah, sure it does. That's what we want them 
for. (Laughter.) Will you? 

MR. HOVE: Well release anything that is publicly available, yes, sir. SEN. FAIRCLOIH: 
Well, it's not publicly available or we wouldn't be asking for it to be released. If it were in 
the want ad section. I'd have gone there to get it 

MR. HOVE: Yeah, we have log of everyone that we've contacted, eveiyone we've talked to 
on the phone, and we'll release that 

SEN. FAIRCLOTH: All right Okay, thafs what we need. 

I see in the Wall Street Journal and the Chicago Tribune, and ifs generally out, that you 
found no conflict of interest between Ms. Clinton and her work in the Dan Lassiter (sp) and 
First American Savings and Loan, that you find her completely innocent 

MR. HOVE: Senator, let me talk about that issue because that was not an FDIC issue, and 
that was not an investigation or a review that the FDIC has done. That was an issue that 
happened before FDIC ever became involved. That was an issue between the old FSLIC - 
the old Federal Savings and Loan Insurance Corporation and the failed savings and loan. First 
American in Illinois. They had filed the suit against Lassiter (sp). Th^ had settled that suit 
before FDIC ever became involved in that It was an issue that had happened way before 
FDIC ever became involved in it 
We have not reviewed that. We have looked at - 

SEN. FAIRCLOTH: May I ask one quick question? 

MR. HOVE: Yes. 

SEN. FAIRCLOTH: Who settled it? Ms. Clinton and Foster? Is that - it was settled - you 
say it was settled It was settled by Ms. Clinton and Foster. MR HOVE: Fm not sure that it 
was settled by Mrs. Clinton. Mrs. Clinton's involvement was to sign an amended complaint 
for Mr. Foster that amended die complaint from the savings and loan against Lassiter (sp). 
That was her only involvement in that case. 

SEN. FAIRCLOTH: All right, go ahead Fm sorry, I interrupted you. MR HOVE: That case 
was setded over six years ago by die conservator. The conservator for that savings and loan 
had hired a law firm in Chicago. The law firm in Chicago subcontracted the Rose law firm 
to work on this case for them as the conservator. The lawsuit was setded before we ever got 
it, and normall^^ these facts would not trigger an investigation for us, but because of the 
increasing public interest - and if you choose, we will conduct an IG investigation to 
determine that — but again, the records are scattered all over because ifs the old FSLIC 
records and they were not compiled in any one location. So ifs a very difficult issue. It - 
there's no single repository of ^ese records. And we'd be willing to assist your staff in 
locating any of these records that may be available and to make some determination as to 
what the involvement was. 
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SEN. FAIRCLOTH; So this clearing of Ms. Clinton in any involvement with the American 
Savings and Loan and Dan Lassiter (sp) was done by the FDIC, it was done by the — 

MR. HOVE: We have not cleared it. The only contact we've had on the First American 
Savings and Loan and the Lassiter (sp) case was a press contact that came as a result of an 
article that appeared first in the Chicago Tribune, and we responded to that saying exactly 
what I've told you, that this was not an FDIC issue, that it was in fact a FSUC issue that 
occurred before FDIC ever became inwlved'in any FSUC issue. 

The issue was settled, the settlement was made before FDIC ever became involved in this 
issue. 

SEN. FAIRCLOTH: All right, so — but the — would the statute run on it, could it be opened 
by the special counsel? 

MR. : I haven't any idea, thafs a qu^mi I guess I'dliive to ask my attorney. 

SEN. FAIRCLOTH: Ask him. 

MR. : (Confers.) I don't know. 

MR. : I have no idea either. 

MR. : We don't have enough records at this stage to know - SEN. FAIRCLOTH: Thank 
you. 

SEN. RIEGLE: Although 111 repeat again, and youll read it from this Federal Registry (sic): 
"The independent special counsel has two authorities. One authority is for criminal 
prosecutions. The other authority is to proceed with civil actions." 

Now, the civil authority doesn't relieve any other regulatory body of whatever civil actioo 
they might appropriately take. But the point is, the special counsel has the specific grant of 
authority to proc^ down both tracks. And ifs laid out four different times in this charter of 
responsibility, and ifs a very important point 

SEN. D' AMATO: Will the chairman yield? Just on that point, because to be quite candid 
with you, until the chairman read the grant of authority, I was given to believe that the 
special counsel would confine himself to the criminal side. Fm not suggesting to you that the 
grant mity not give him broader powers. I would think it would behoove us, and Fm not 
attempting to get the exact language determined now, but if we could not, send a letter from 
this committee and ascertain, indeed, will he undertake the review of various civil matters, 
such as the one brought up as it relates to this last matter that Senator Faircloth brought up, 
and there are some others. I think that would at least set the record straight and we might 
want to put that to him and, again, have our counsel woric together to put fordi the 
appropriate question. But I think we should determine, indeed, is that the case. 

Secondly, I make a quick point, and I beg the indulgence of my colleagues, by stating, I think 
that if you notice, at least where I have been attempting to take this, and I thi^ some of my 
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colleagues, we're attempting to ascertain what if anything did the RTC, did the FDIC, do in 
connection with these matters. That is not at variance with the charge of the special counsel. 
We are not, in attempting to find out what was done and what wasn't done, in any way 
disturbing his investigation. I think we have an absolute right to know what was done. We 
have an absolute right to know the appropriateness of the action, so •• 

SEN. BOXER: Can I have a poi nt of procedur e? Whose time are we on? I just was - I've 
lost track. 

SEN. D' AMATO: Well, Fm going to do it one way or the other. 

SEN. BOXER: Well, I don't have any objection to your doing it Fm just confused. Is this 
Mr. Faircloth's time that you're on? Or is this added time, so we can all get added time? 

SEN. D' AMATO: I asked the cliairmah'lf he'woifldlhdulge melo I could — 

SEN. RIEGLE: He asked the indulgence of the chair and Fm going to let him finish his point 

SEN. BOXER: Okay, fme. 

SEN. RIEGLE: And then we'll move to the next person here. 

SEN. BOXER: I was just checking. 

SEN. D' AMATO: So, again, this is not an attempt to do anything other than to see what has 
been done to date by those various agencies that have the collective and die individual 
responsibility to deal widi these matters. That's one. And secondly, it would seem to me that 
it might clarify the issue - certainly I was led to believe, and m^be incorrecdy so, that the 
special counsel was not going to look into civil matters. I thinit it's important for us to 
ascertain that 

And so I put that to the chairman that possibly we review that matter. Fm not looking for an 
answer at this time — 

SEN. RIEGLE: Well, Fm going to just -- Fm going to take a minute and just read it into the 
record because I dont want it to be - 

SEN. D'AMATO: No - 

SEN. RIEGLE: I know, but it's important, and the words are on paper, and this is the official 
charter. And Fm going to read from page 5221 of the Federal Registry of February the 4th of 
this year, and Fm going to just read three or four different lines here that appear in different 
places, and here's the first one: "The attorney general has appointed this independent counsel 
to investigate whether any individuals or entities have committed a violation of any federal 
law or civil law." And then it goes on in that vein. And then over on the next page it says 
again "... have committed a violation of any federal criminal or civil law relating to ..." And 
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then tgain it says ”... any violation of any federal law or civil law.” And it says it one more 
time further on down the line here. 

So it's clear - my interpretation of this is that this does not relieve any regulatory body of 
any proper actionable efforts that it should properly undertake and determine to underlie, but 
it says tfiat the special counsel clearly has the authority to move down both tracks if in his 
judgment he should find that that is warranted. A nd it's a very important fact 

SEN. DOMENICI: Mr. Chairman - 

SEN. RIEGLE: Senator Domenici, let me just say the time - we're at the point now where 
either you or Senator Gramm will get to ask questions, and you — you're l^th here, and I 
don't know if either of you have a - one will follow the other, but will either of you have a 
time problem as to who goes first? 

SEN. DOMENICI: Well, I just wanted to ask you with - on that question on your charter 
interpretation there, or reading — 

SEN. RIEGLE: It's not an interpretation, it's what - it's the final rule that was laid down on 
the — 

SEN. DOMENICI: Well, what is — what is the special prosecutor supposed to do if he finds 
civil law violations? 

SEN. RIEGLE: He has the full legal empowerment to take whatever actions he deems 
necessary — and all die investigative .and prosecutorial authority .to do so. I mean, this is an 
absolute charter. 

SEN. DOMENICI: Well ~ we'll — thank you very much for that 
SEN. RIECH£: You can take a look at it 

SEN. DOMENICI: Senator Gramm, I have a litde bit of time, aldiough Fm late for some 
events. But if you want to go. 111 let you go and 111 follow. It — Will there be another one 
from the other side that has not inquired yet? 

SEN. RIECRE: No. You are the last two that have a chance to question, so - 
SEN. DOMENICI: Well, go ahead. Could you keep it brief, senator? Short? 

SEN. RIE(H.E: - and then well go back and forth, senator. SEN. : No. 

SEN. DOMENia: No? (Laughter.) 

SEN. RIEGLE: Senator Gramm. 
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SEN. PHIL GRAMM (R-TX): You want to go ahead? 

SEN. DOMENICI: No. you go. You got the time clock right there. 

SEN. GRAMM: Let me begin. I've just got a simple question that 1 want to ask of most of 
the members of the panel, and let me just read it. Mr. Altman. I want to ask you first. Have 
you or any member of your staff had any communication with the president, ^e first lady, or 
any of their representatives, including th^inegaf^imM^ or'any member of their White House 
stiff, concerning Whitewater or the Madison Savings and Loan? 

MR. ALTMAN: I've had one substantive contact with White House staff, and I want to tell 
you about it 

SEN. GRAMM: Okay, let me. if I may. just given that "yes” Fd like to know what the 
substance of the communication was. when ir^cuiredi ^o' i it. and what you were 
asked to do. 

MR. ALTMAN: Right First of all. I initiated it About three weeks ago. Jean Hanson, who 
is Treasury's general counsel, and I requested a meeting with Mr. Nussbaum - he's the White 
House counsel. 

The purpose of that meeting was to describe the procedural reasons for the dien impending 
February 28th deadline as far as the then statute of limitations was concerned. Fm sure you 
know that that statute of limitations has subsequently been retroactively reinstated for certain 
types of civil claims. And we explained the process which the RTC would follow in reaching 
a decision before that February 8th deadline, that it would be exactly identical to procedures 
used in any other cases, any other PLS case, and that the RTC fundamentally would come to 
a conclusion as to whether or not there existed the basis for a claim or whedier there didn't 
And in the event that the basis for a claim existed, then it would pursue either a tolling 
agreement which is the equivalent of a voluntary extension of the statute of limitations from 
the parties at interest or it would file that claim in court That was the whole conversation. I 
was asked one question. That was question was whether we intended to provide the same 
briefing to attorneys for the parties at interest I said I assumed so. went back ~ (inaudible) 

— and checked with the RTC general counsel. The answer was in due course. I said fine. 
That was it I have not had any contact with the president of the United States or the first 
lady on any matter like this. 

SEN. GRAMM:^ If I may. let me pose the same question to Mr. Hove. Have you or any 
member of your staff had any communication — 

SEN. RIEGLE: Mr. Hove, let me just ~ I don't know if you know. This question's being 
addressed to you. 

SEN. GRAMM: Have you or any member of your staff had any communication with the 
president, with the first lady, with their representatives, including legal counsel, with members 
of their White House staff concerning Whitewater or Madison Savings and Loan? 
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MR. HOVE: Our director of the Office of Communicetions at the FDIC had received a call 
from a press person at the White House after the second article appeared The Chicago 
Tribune regarding the First American issue. They asked, did we have any statement? And 
the response given to the White House was, no, we did not have any statement 

SEN. GRAMM: So they were asking you to respond to the press statement? MR. HOVE: It 
was Mrs. Clinton's attorney. 

SEN. GRAMM: Mrs. Clinton's attorney - 

MR. HOVE: Fm sorry. It was Mrs. Clinton's attorney - 

SEN. GRAMM: called you? 

MR. HOVE: It was MrsTTOntbiTs attorney that called the FDICDffIce of Communication. 

SEN. GRAMM: So Mrs. Clinton's attorney called the FDIC and asked you to respond to a 
press — 

MR. HOVE: No, no, that's nqt what he said. 

SEN. GRAMM: Well, Fm asldng the question. 

MR. HOVE: Yeah. No, but that - but - 

SEN. GRAMM: Fm not trying to speak for you. 

What did Mrs. Clinton's attorney a^ you to do? 

MR. HOVE: They asked did we have any statement, and we responded, no, we did not have 
a statement 

SEN. GRAMM: Would it be normal that someone's - did diis attorney work for the federal 
government? 

MR. HOVE: No. This was Mrs. Clinton's attorney. 

SEN. GRAMM: When did this call occur; do you know? 

MR. HOVE: After the second, article appeared in the Chicago Tribune, and I can't tell you the 
date of that It's been in the last, what, two weeks or so? I dont know. 

SEN. GRAMM: And you were asked if you had a response that you were going to put out on 
it; you said no. 

MR HOVE: Thafs correct We responded to the first statement, the first article that appeared 
in the Chicago Tribune, pointed out the errors of that article, that it was not an FDIC matter. 
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exactly the same thing that I responded to Senator Faircloth. 

SEN. GRAMM: And to the best of your knowledge, youVe had no other communication, you 
and your staff have had no other communication with all the people that — 

MR. HOVE: That's correct 

SEN. GRAMM: Let me pose the same question to Mr. Fiechter and to Ms. Ford. 

MR. FIECHTER: To the best of my knowledge, I know I have and OTS staff has had no 
communication whatsoever with anyone from the White House about this or that list that you 
included in your question. 

MS. FORD: No, the Oversight Board nor I have had any involvement in this matter. 


SEN. GRAMM: Let me raise a second question, and it's a thing that Fve tried to understand 
in looking at where we are and what we need to do to get on with finishing this matter. Part 
of the problem that we have had in the past with regard to congressional hearings and 
congressional involvement really has involved two things. One has been the granting of 
immunity by congressional panels for people who would testify. The other is that under the 
Constitution, the testimony of a member of Congress is a privileged matter that is given 
special treatment. In this case Fm not aware that anyone in holding a congressional hearing 
or looking into this matter would be talking about - I don't know of a committee that would 
be empowered to grant immunity. No such resolution has passed the Congress. We're not 
talking about a member of Congress, where there's special constitutional provisions. Fd like to 
just pose the question: What would be wrong with letting members of this conunittee that 
have oversight responsibility look at the records in this case or any other case where we have 
oversight responsibilities? Hove, let me pose that to you and Mr. Altman, and then I see 
my time is up and 111 stop. 

MR. HOVE: Our position is that we will make access available, and we have, to 
Congressman Leach, to all information that is, again, non-confidential documents. 

SEN. GRAMM: How would you define what is confidential? 

MR. HOVE: Again, those that would - (pause) - those that would involve privacy 
information that would be non-germane to tiiis issue. 

SEN. GRAMM: And you would make thiq judgment? 

MR. HOVE: Yes. 

SEN. GRAMM: Mr. Altman? 

MR. ALTMAN: First of all. Senator, we have already provided volumes of documents to the 
Congress. Senator D' Amato referred at the veiy beginning to documents he received last 
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evening, and I would have liked him to receive them earlier, but we only got the request last 
Friday. 

But in terms of Congressman Leach, who has also received those documents, he has had them 
for some time -- if my memory serves, 6,500 pages — the RTC has been asked not to make 
information about criminal referrals in the Madison matter public, and ifs standard practice 
not to release information of tha t kind or a ny oth er which might compromise a criminal 
investigation. And of course, we^re cooperaimg widi the independent counsel to try to assure 
that we don*t release any information v^ich would jeopardize his investigation. And as I said 
earlier, I would think you would not want us to do that in order that that investigation should 
proceed as it should. 

SEN. GRAMM: Mr. Chairman, if I could have your indulgence, Fve got here a text of a 
newspaper article in Phoenix that contradicts something that Mr. Hove said, and Pm sure he 
doesn't want to let it stand. I've fjofi r^ponseTapj^endy'aft^^^ second article, where the 
agency •• the FDIC did in fact make a statement It says die agency said Mrs. Clinton's 
involvement in the case was not extensive enough to constitute a conflict of interest under 
rules governing federal regulation of savings and loans. Pve got this if you would like to see 
it 

MR. HOVE: Was that after the second - we made a comment - we made a public comment 
after the first article appeared - 

SEN. GRAMM: This is 2/16/94. 

MR. HOVE: Okay, and I don't know when those articles appeared. SEN. RIEGLE: Why dont 
you take a look at it and let's go to Senator Domenici and Aen - 

SEN. GRAMM: (Aside ) - When did die other one occur, what's the date on the other one? 

MR. HOVE: Senator, we conunented after the first article appeared to correct any 
inaccuracies that was in the report The involvement that Mrs. Clinton had in that case was, 
again, as I mentioned to Senator Faircloth, that she signed an amended complaint for her 
partner, Vince Foster, who was the attorney who was involved in the case. That involved two 
hours that was billed on Mrs. Clinton's part on diat case in which die signed the amended 
complaint As far as we can determine from the records we have, that was the involvement 
that she had had, and that's what we released at the time. 

SEN. GRAMM: ’Well, if you would take a look at this and just let us know in writing if this 
was the second one, how the response* was made, who made it, why they made it, it'd be fine. 
Thank you, Mr. Chairman. 

SEN. RIEGLE: Senator Domenici. 

SEN. PETE V. DOMENICI (R-NM): Mr. Altman, Stanley Tate (sp) was nominated by 
President Clinton to head the RTC, and while preparing for that confirmation he was at the 
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RTC in a consulting capacity. That's all true, isn't it? 

MR. ALTMAN: Yes, sir. 

SEN. DOMENICI: When he withdrew his nomination, he attempted to release to the public 
materials he had prepared containing the RTC operations. Are you and the board familiar 
with the document that I refer to? 

MR. ALTMAN; Generally, sir. yes. 

SEN. DOMENICI: Why did the oversight board prevent Mr. Tate (sp) from releasing that 
document? 

MR. ALTMAN: Well, first of all, i t was releas^ 

SEN. DOMENICI: Well, you released it — when he left it was not released and you claimed 
it should not be released. But then eventually you provided the document to Senator 
D* Amato, I believe, or my office, but that was December 23rd, 1993. Why was it not 
released when he wanted to release it? 

MR. ALTMAN: Well, senator, my recollection is that it was released rather promptly. Maybe 
not the day after he submitted it, but as a federal employee - consultant, the materials 
properly would be — were reviewed by his superiors before being released. But I think the 
point is they were released in short order. 

SEN. DOMENICI: Well, did the RTC or the oversight board alter, edit, or sanitize this 
document before releasing it? And let me say if not, why did Dietra Ford, oversight board 
executive director, send a memo - and I have that — dated November 30tfa to you about these 
materials which included the following sentence: Tm forwarding the enclosed so that you can 
see the original materials and fully understand the disaster we nanowly avoided.” Those last 
- that last sentence is a quote. What was the disaster that Mrs. Ford was referring to? Was 
this a reference to Madison? If it wasn't, fine. If it was, I think maybe we ought to know 
about it. 

MR. ALTMAN: Senator, you should ask Mrs. Ford that question. 

SEN. KERRY (?); You may not like the answer, but — f 

SEN. DOMENIQ: Well, I just got this letter, and it deserves an answer. If it's not what I 
want, that's fine. That's what we're here for. 

MS. FORD: We received the 200-page document the morning of his press conference, and we 
had only a quick time to take a look at it at the Oversight Board. The deputy general counsel 
of the Oversight Board and I advised — 

SEN. : Pull the microphone up. . . 
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MS. FORD: We advised Mr. Tate that the material should be reviewed by the Oversight 
Board staff, myself, as well as the interim CEO, Mr. Altman, before they are released to the 
public and that he was a federal - special federal government employment and, therefore, he 
was subject to the rules that apply in terms of ethics, the Office of Government Ethics, that 
applied to the release of documents which he obtained during his tenure as a federal 
government employee. 

SEN. DOMENICI: Well, whiU^’^what^oi)^ says. 

MS. FORD: Tbafs right 

SEN. DOMENICI: But what was the "disaster that we narrowly avoided"? 

MS. FORD: It was my int erpreta tion that, to releasejhose docun^ts before anyone in the 
Oversight Board staff, the attomeys Tnwlved, or whblidvise'us, have a chance to look at 
them, was inappropriate. And th^s my choice of words — "disaster." I think ifs 
inappropriate to release documents before we know what they contain. 

SEN. DOMENICI: 1 thank you. 

Let me quickly move to a coiq>le of other ones if I might Mr. Altman, I think you told 
Senator Bond that you would not m^e available any documents, that, quote, "would have a 
negative impact on the legislation," closed quote. 

MR. ALTMAN: No, I don't think so. 

SEN. DOMENia: No? 

MR. ALTMAN: I said - I think I said that we would try not to release any documents that 
would have a prejudicial effect on the investigation. 

SEN. DOMENICI: Well, this committee held hearings on the failure of the Bank of New 
England in the context of an unsuccessful confirmation hearing on Bob Clarke. This 
committee explored in detail transactions related to that bank. Voluminous documents were 
made available. Mi^be this is distinguidiable, but it seems to me that the same question 
could be asked here. Why cant you release all of these documents for this kind of hearing? 

MR. ALTMAN: Senator, we have had — or I am advised we have had a couple of 
conversations with Mr. Fiske, the independent counsel. He has asked us not to release any 
documents that could jeopardize his investigation. I don't know why you would want us to 
do that, to jeopardize his investigation. We certainly dont want to. 

SEN. DOMENIQ: I dont want you to. 

MR. ALTMAN: And we're respecting his request 
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SEN. DOMENICI: But if the special prosecutor has no objection to the committee being 
provided copies of documents, can the committee then count on the RTC's full cooperation in 
providing them. 

MR. ALTMAN: You should direct that question to Mr. Fiske. 

SEN. DOMENICI: No? If he has no objection, then can we count on you to release them? 
MR. ALTMAN: I think the answer is yes. 

SEN. DOMENICI: Does the RTC have an inspector general? 

MR. ALTMAN: Yes. sir. 

SEN. DOMENICI: Has thelnspe^'fgeneral m the cbnllict-of-interest allegations 

regarding the Rose firm? 

MR. ALTMAN: I don't know the answer to that 

I'm nearly certain it's no because, as you know, it wasn't the RTC that ever had any retainer 
relationship or other relationship with the Rose firm.. . 

SEN. DOMENICI: But you're kind of the natural successor to what went on there, and I 
believe - I think when you took over you began some investigation of that Well show you 
that in a minute. But my question is. if the FDIC agreed to have its IG look into Madison, 
would there be any reason why you wouldn't? 

MR. ALTMAN: I have no objection to the IG's looking into any matter that he sees fit to 
look into or that he's requested on an official basis to look into. Thafs what he's there for. 

SEN. RIEGLE: Senator Domenici. I don't want to be arbitrary, but I do want to try to stay on 
the time clock if I can as we go back and forth, and we'll continue until everybot^'s had a 
chance to cover everything they want to cover tod^. 

SEN. DOMENICI: Thank you very much. Mr. Chairman. 

SEN. RDECHJB: Chairman Greenspan. I want to come back to the interest rate situation 
because we had an opportunity to talk the day that the Fed took its first step, after that was 
taken, and Fm <»ncemed about the question of what has happened since and just your own 
expectations of what might happen, what has happened. You've made further public 
comments in a hearing recently. Fm just wondering, as you watch market reactions to the 
tightening move that the Fed made, are you seeing essentially what you expected or have you 
seen something that -- particularly in terms of the uptick on the long rates - something that 
maybe you would not have expected? In other words, where are we now, and how do you 
read what seems to be taking place as a reaction to the Fed's policy adjustment? 

MR. GREENSPAN: Mr. Chairman, as Senator Sarbanes indicated, my expectation was on the 
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basis of what has historically tended to be the case, that the type of increase that we've had 
would initially lead to some small increase in long-term rates followed by some edging off 
That's basically been the history, other things equal, and that's essentially what one endeavors 
to use so far as a forecast is concerned 

What occurred in the interim was, as I indicated to the subcommittee of the House the other 
day, is that there was a growing concern that after the torrid pace of economic growth in the 
fourth quarter, which is apparently in the'process of being reused up, that the possibility that 
we would not be moving to a much more moderate rate of growth was rising, and the first 
evidence that that was affecting market perceptions was when the Philadelphia Federal 
Reserve Bank released its monthly surv^, which showed a significant increase in prices paid 
by manufacturers for the month - I suspect it's early February. The point at which that 
release was made, the long-term rates were very sli^tly above where they had been previous 
to the February 4th move. But what occurred following that was a general belief that the 
pace of economic activitylm^ tum outld be somewhat st^bngeTthan most of the people in 
the market had anticipated 

And to repeat what I said at the House Banking Subcommittee, that change in view in the 
market's perception led to a significant backing up of long-term rates, which is what typically 
happens when those types of expectations change. As I said then, my impression of how one 
should interpret diat Philadelphia report is more an indication of a pick-up in economic 
activity because commodity prices tend to be reasonably good proxies for new orders ind 
indeed I think thafs what essentially that particular report was showing. It is not a 
particularly good forecaster of inflation. And as I said at the House committee, we seem to 
be lacking the financial tinder that usually is associated with inflation accelerating when you 
get a significant pick-up in economic activity. ; . i . i 

Pm agnostic at this stage. I think ifs too soon to make a judgment, but we will leam a good 
deal more as the data begin to come forward 

SEN. RDEGLE: Well, but as I listened carefully to what you were saying, it seems to me 
when you say you don't see the inflationaty tinder and that you're sort of an agnostic, I mean, 
I gather you're s^ing you dont see, yet, a broad evidence of a build-up of inflationary 
pressure that really worries you. I mean, 1 - or is that not a — I mean, put it in your words, 
but Fm just — 

MR. GREENSPAN: No, that is substantially correct Look, the reason that we moved on 
February the 4th, and the reason I said we mi^ have to move again, rests on the issue of 
having deliberately put through a significant degree of accommodation in die money markets 
after 1989 because we perceived diat there were special balance-sheet factors and odier 
headwinds which required that we move the short-term interest, rates below where they 
normally would reside. And when it became apparent that the adjustments that we thought 
would occur and in fact have been occurring in the balance sheets got to a point where the 
economy could start to regain its momentum and gain a degree of expansion which seemed to 
be well entrenched, at that point the need to have excessive accommodative policies no longer 
exists. The issue is not, do we see inflationary pressures emerging, BUT what is die reason 


1055 


J0952 


why we would want to keep the level of accommodation at a point where histoiy tells us, if 
extended indeflnitely, eventually does engender inflationary pressures. So, it's the issue - I 
would reverse the question, not do we see inflationary pressures, but what reason would we 
have, once the recovery seems well entrenched, as indeed I believe it is, would we wish to 
keep an excessively accommodative stance? That is not a sutement which says we are 
setting inflationary pressures emerging; indeed, as I said in my prepared remarks to the House 
committee, when we actually see inflationary forces emerging in the way of price changes 
which are clearly evident, the one thmg'we^feT sure at that pbmt is we are very far advanced in 
the process, and history tells us that that type of policy which we engaged in much too often, 
is vv^olly inappropriate to maintaining long-term economic stability. 

SEN. RIEGLE: Well, let me just say to you I find that a very important clarification and 
point that you've just made. And I think it puts this in a somewhat different light than some 
of the commentary, I think, has given to it because what I hear you saying is is that you've ~ 
you've had a monetary pdlii^ thaffia^een overly accommodative in order to try to get sort 
of the engine going again and that you overcorrected in a sense — 

MR. GREENSPAN: Deliberately. 

SEN. RIEGLE: - deliberately. And now that it has gotten the traction that it needs to have, 
as far as you can tell, you're taking back some of that overcorrection but not for reasons of 
the fact that you see this inflationary tinder building up here. 

MR. GREENSPAN: Precisely. And, in fact. I've tried to make that point every time Pve 
stated fliis, and I somehow don't seem to get it across as well as I think I would like to. 

SEN. RIEGLE: Well, I think you got it across pretty well right now, and we've got a pretty 
good sized press table that I hope will have gotten it down even though ifs 20 to two, which 
is sort of a late hour for us to all be meeting here - (laughter). But I thank you for Aat I 
think that's a very important distinction, and I think it's important for the economic tystem 
and the markets to understand what you've just said. 

Senator D' Amato. 

SEN. D'AMATO: Thank you, Mr. Chairman. Mr. Chairman, I have to sity to Mr. Altman 
that I would like to go back to a question that Senator Gramm.brought up and — as it relates 
to any meetings with White House staff or counsel. Mr. Altman, I think you said that you and 
a — an official from Treasury sought out Mr. Nussbaum. Is that — is that correct? 

MR. ALTMAN:' Yes, I did. 

SEN. D'AMATO: Could you tell us why? In other words, I have difficulty understanding 
why it is you felt compelled to seek out the White House counsel. 

MR. ALTMAN: Solely to ensure - 

SEN. D'AMATO: Solely to - ? 
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MR. ALTMAN: Solely to be sure thit he understood the legal and procedural framework 
within which the RTC was working. And if you recall, as 1 said at that time, it was a 
February 28th date which was the subject of major attention in the Congress and in the press. 
It's not uncommon of meetings of that type to take place. And I'd describe it as t "heads up” 
and a very stiff conversation. 

SEN. D' AMATO: A "heads up”. Ji^^at^nnection would that heads up be? You mean that 
the statute of limitations was running? 

MR. ALTMAN: No, that th^ should be aware of the internal processes and the types of 
criteria which die RTC was going to be following in order to reach a decision by February 
28th. 

SEN. D' AMATO: Was any representatives of the president or Mrs. Clinton or any legal 
counsel — which I think wouTd be appropriate'-'^^eakii^^ tKe^unsel for the RTC, or 
people handling this particular — this particular matter? I mean, was there any legal 
representation going on? Was this - you just called them? Did they have any 
representatives, any counsel who m^ have been meeting with staff people or talking to staff 
people? 

MR. ALTMAN: I was accompanied by our general counsel. Treasury general counsel. Mr. 
Nussbaum had his assistant with him. And Mr. Ickes and Margaret Williams were both at the 
— there at the time. 

SEN. D* AMATO: Oh, Ickes is in it, huh? 

Let me ask you this: Prior to this meeting, was there any representation — was there any 
counsel that was being given representing the presidenfs interest or Mrs. Clinton's interest or 
anyone else that you're aware of as it relates to the matter that you went to brief them on? 

MR. ALTMAN: No, not to my knowledge. Nor were there any substantive conversations — 
subsequent conversations. 

t SEN. D' AMATO: Did anyone request this meeting? 

MR. ALTMAN: I requested the meeting. 

SEN. D'AMATO: Was there any other meeting that mi^ have been requested? 

MR. ALTMAN:* No. 

SEN. D'AMATO: Tbere was no other meeting that you are aware of that the White House 
counsel requested? 

MR. ALTMAN: No. 

SEN. D'AMATO: Or anyone else from the White House? 
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MR. ALTMAN: No. 

SEN. D’AMATO: Mr. Ickcs? 

MR. ALTMAN: I had no subsequent - I received no subsequent requests for meetings. 

SEN. D*AMATO: Well, what about private counsel? Did private counsel - I find it hard to 
believe that there was no private counsef Are you saying to me that there was not even 
private counsel that was meeting with staff lawyers at some level? 

MR. ALTMAN: Not to my knowledge. Senator. 

SEN. D* AMATO: Ms. Ford, do you know of any? 

MS. FORD: No, Fve had no involvement 

SEN. D' AMATO: Let me turn to the RTC report which was dated February 8th, which we 
received last evening about 9:00 - Resolution Trust Corporation — and say to you that, in 
reviewing this document, I think it goes a little further - does a little better job than the one 
that came out of FDIC. I found it interesting that in its conclusion on page five and six, in 
its summary before it reaches its disposition, it says. A, Rose represented Madison prior to 
its failure; B - and I am not reading die whole sentence — Rose represented the FDIC/RTC 
subsequent to the failure of Madison; C, Rose did not disclose its representation of 
Madison before the Arkansas. Securities Department to the FDIC or the RTC. Further, it did 
not report possible conflicts involving the brother-in-law and father-in- law of Webb Hubbell. 
And, by the way. I'm going to, Mr. Hove, read something to you thafs quite illuminating. 

You better have your lawyers take a look at this. And when it gets ail done doing that, it 
says, based on die factual conclusions in the RTC conflicts report — it says we send it to 
counsel. 

Now, I have to tell you that I am going to ask - because you have no conclusion. It just 
says, "These are the facts; these are the facts, fellows. Now, you do with it what you want” 
and sends it to counsel - general counsel. Fm going to ask that this report and any other 
relevant material that was gathered by those who were woridng on it bt submitted to the 
inspector general. And as you've indicated before, you certainly wouldn't say, ”I don't see any 
- how that would impede anybody or anything." But I certainly would feel more comfortable 
that it goes to the inspector generd as opposed to the general counsel. And I think it would 
guarantee the integrity of the review, certainly in this senator's mind and I diink in others. 

MR. ALTMAN: Fine. 

SEN. D' AMATO: I thank you very much. I see that my time has expired. I have another 
observation to make, and Fll do that after - at the appropriate time. 

SEN. RIEGLE: Senator Kerry? 
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SEN. KERRY: Well, let me ask my colleague, is that going to be the last - I mean, or is 
there intention of colleagues to go a whole other round? 

SEN. D* AMATO: I think some colleagues have some other questions, and they'll raise them 
whenever - 


SEN. RIEGLE: I think maybe we're going to have one more go- around here with those that 
are left who want to do so. And ihenl thiiUTwe're probably done here. 

SEN. KERRY: It was my understanding that we were going to have another hearing here in 
10 minutes, which Fm also supposed to participate in. Fm just curious what the plans of the 
chairman are. If my time could not — Fm just - 

SEN. RIEGLE: They have a different room that they’re meeting in — 

SEN. KERRY: All right. So that's - 

SEN. RIEGLE: — so that we won't run into a room conflict But we are late in the day. and 
the witnesses have been here a long time. So my intention would be to finish up a round here 
where everybody gets another turn at bat 

SEN. KERRY: Well, maybe I could ask another - just procedurally. I don't want to really 
use my time at this point But it seems to me that maybe we could ask if anybody has any 
more questions to ask of the chairman of the Federal Reserve, because it seems not a great 
use of his time to sit here if all we're going to do is talk about another subject 

SEN. DOMENICI: I — is my turn imminent here? Or do I have, a long wait? 

SEN. RIEGLE: Let me get my batting order here. 

SEN. DOMENICI: Because I don't want to keep him a long time, but I wanted to — 

SEN. RIEGLE: Actually, you follow Senator Bond, who will come after Senator Kerry. Then 
well come back to Senator Boxer. So actually there are — 

SEN. : How long is your question? Mi^be they would let you get that — 

SEN. DOMENICI: I don't want - I don't have a question of Mr. Greenspan. I just want to 
state for the record that, frankly, I believe the actions you took over die last diree or four 
years have a great deal to do with the status of the American economy. I frankly believe you 
were subject to some undue criticism, but if we have a solid recovery, I think it's very 
significandy related to the conduct of the Federal Reserve over the last 3-1/2, four years. 

Mi^be President Bush would have liked it differendy, m^be Dick Darman would have, 
mi^be it all could have happened earlier, but nonetheless, I diink you're somewhat 
responsible, so I trust you at least on what you're doing now. 
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SEN. RIEGLE: That reminds me a little bit of watching some of that Olympic skating 
competition last night when they throw the bouquets out on the ice. You just threw a nice 
one to the chairman. Senator Kerry? 

SEN. : You were critical of him. You wanted to loosen up even more. 

SEN. RIEGLE: Well, the other day 1 think my comments were comments that reflected some 
understanding as to what the chalnmin's trying to do, and I think he's put additional light on 
that today. I don't think this chairman wants to strangle the economy. Fm speaking of 
Chairman Greenspan, and, you know, sometimes you can do that and not intend to. But I 
think he's trying to be as prudent as he can be. Senator Kerry? 

MR. GREENSPAN: Excuse me. Mr. Chairman, is that - (inaudible)? 

SEN. RIEGLE: Are you excused? Can you tak^your bouqueTiiid go? (Laughter.) Yes, you 
can. Senator Kerry? 

SEN. BOXER: You get a 5.9 from me. 

SEN. RIEGLE: Senator Boxer gave you a S.9. (Laughter.) 

SEN. BOXER: You skate so well (on the ice ?). 

SEN. RIEGLE: Especially on the technical portion of the — (laughter) - of the program. 
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SEN. RIEGLE: Senator Kerry? 

SEN. JOHN KERRY (D-MA)fMr.'Chluimin, I'm not sure 1 have time to stay through the 
whole process here, so I may review the bidding here a little bit But just speaking as a 
former prosecutor, one of my colleagues over here was sort of questioning the duality. I can 
tell you, as a person who has presented evidence to grand juries and who has spent some time 
putting cases together, that there is nothing worse than having dual tracks, witness confusion, 
various statements appearing in public, multiple copies of documents moving around. I would 
be very surprised if Special Prosecutor Fiske decided to do it It ce rtainly wouldn't be a 
judgment that I made to make dilhgslpublic~iirt!r4r middle'of an mvestigation because it 
inevitably taints somebody's something and it creates a very hard process for pursuing a track. 
What astonishes me here a little bit - and I want to reiterate it — I mean, we've got $150 
billion problem here which taxpayers are paying for. They're already angry enough about us 
wasting their time and duplicitous process. And here we are, frankly, with very important 
people in front of us having spent a morning not really examining where that $150 billion 
went, not talking about it, but dealing instead with politics. And thaf s what this really comes 
down to, it's politics. It's totally unnecessary. In the context of the gentlemen who has been 
made a special prosecutor, a Republican appointed by a Democrat - and let me just share 
with colleagues again quickly something ^ut Mr. Fiske. This is an article from the New 
York Times right after he was appointed: "Robert Fiske's reputation for integrity and 
dioroughness is so entrenched that if he finds no wrongdoing during his investigation of the 
Whitewater affair, his findings could put rumors about Bill and Hillary Clinton's business 
dealings to rest The choice is one that you simply cant argue with,' said former Treasury 
Secretary Nicholas Brady, a close friend of former Presideiit George Bush and a college 
classmate of Mr. Fiske's more than 40 years ago. *He's one of those guys who has always 
conducted himself with integrity.'” The article goes on to say that: ”Mr. Fiske, a 63-year-old 
Wall Street lawyer, earned his reputation by being an aggressive prosecutor. If the Clintons 
have something to hide, he could pose a formidable problem. If he lives up to his billing, at 
the very least his investigation will disrupt the lives of the first family.” 

Now, if that's not enough, if we don't have the patience to allow him to do his job and sit 
here and ask relevant questions about $150 billion, we ought to ask what we're doing. I 
mean, this is why the taxpayers get so fed up because all we do is dig into politics. And 
there's a huge distinction between this case and prior cases because we are not looking at a 
current situation where the president is currently making decisions about current money being 
spent or current policy. This is something that happened when he was governor — if 
v^atever happened happened - and I suggest that this prosecutor has die ability to get at it 
If he doesn't HI join with Senator D'Amato, 111 be one of the first people - I think I have a 
good reputation here on the basis of BCCI and Noriega and other investigative efforts in 
pursuing things. But I think back to the time that I was tiying to do that I didn't have any 
help from the other side of the aisle. We did not get subpoena power. We did not have the 
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ability to have a full-fledged investigation in this committee on that. And I sat here with Tim 
Wirth and we tried again and again to get an extension of the liability. We also tried to get a 
special prosecutor. Most of my colleagues making a lot of noise about this now opposed 
having a special prosecutor. So I just think fair is fair at some point in this business. We ail 
understand the game and we all understand what happens. But it seems to me that to take a 
150 billion dollar fiasco and relegate it to a second tier for this 194 state-run — who was the 
primary regulator of this institution originally? MR. : The — originally it was the Federal 
Savings and Loan Insurance Corporation^ and then later OTS. 

SEN. KERRY: So it came to the federal government secondarily. And, I might add, for two 
years this case was closed. It wasn't until six weeks before the election - and we ought to 
ask some questions about this — that suddenly, when Bill Clinton was the nominee for 
president of the United States, that there was a criminal referral to the RTC, not until six 
weeks before the election. For tvw years while n^ friends controlled the elements of 
regulation, nobody was asking die' questions dTaTar^^n^asked^ today. 

So Fm not saying questions shouldn't be asked. I am saying we absolutely ought to get to the 
bottom of whatever took place. We ought to understand all these institutions because it's a 
sorry chapter in American politics. But that's going to happen, the 25 FBI agents and 
depositions and documents being made available, and the taxpayers of diis country do not 
need us jumping all over each other for political purposes, avoiding the real issues that they 
would like us to dig into. And I don't think much more needs to be said beyond that 

SEN. RDSGLE: Senator Bond? 

ij. 

MR. : Mr. Chairman, may I make a correction? 

SEN. RIEGLE: Yes. 

SEN. KERRY: I think Senator Kerry asked who was the primary regulator. The primary 
regulator was the state of Arkansas. 

SEN. KERRY: Well, that was what I was getting at. The primary regulator was the state. 

MR. : Exactly. And the primary federal regulator was FSLC and OTS. 

SEN. KERRY: Correct So the issue of federal nexus here in terms of decisionmaking is only 
by transfer, not by original jurisdiction. So what we're doing is secondary to the third tier. 

SEN. RIEGLE: Senator Bond? 

SEN. BOND: Mr. Chairman, for the benefit of my friend from Massachusetts, I am going to 
submit a chronology and some questions for the record to the RTC to answer. I recall it was 
Jerry Brown of California who first raised the question during the 1992 campaign, but we all 
will be able to benefit from these questions, which are along the lines that Senator Kerry 
raised. I also have a series of questions for the FDIC and for the RTC which follow up on 
these other questions, but in the time remaining I do want to pursue a couple of items. When 
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we last talked, Mr. Altman, you said that normal procedure would be for the RTC to seek out 
and acquire records wherever they were. Now, if the RTC under your direction were 
requesting records from the first lady at the White House, a rather high-profile event, would it 
not be customary for them to advise you that they were requesting records in the possession 
of the first lady? 

MR. ALTMAN: Senator, I don't get involved in any substantive aspects of any PLS case, 
particularly - or including d<Kiiments that* they may seek. So they've never brought that to 
my attention since Fve been in this job, and that goes right through today. 

SEN. BOND: So you wouldn't expect them to tell you. 

MR. ALTMAN: No. I wouldn't. 

SEN. BOND: I find that remarkable." In a normal criminal ref^H case, the RTC creates and 
retains an inventory of pertinent documents used to make the case. As I understand it, at least 
one version of the inventory has been provided to some members of Congress. Could you 
furnish to this committee the latest, most up-to- date inventory and provide the hearing - for 
the hearing record along with the previous versions? Would you make that available? 

MR. ALTMAN: Last evening we supplied the ~ 6,500 pages of information to Senator 
D'Amato's office, as we had some time earlier to Congressman Leach. SEN. BOND: And is 
that the entire inventory? Are those all the documents? You give new challenge to Federal 
Express and Overnight Postal Service to get the delivery of such a substantial stack of 
documents at the particular time, a new standard for delivery in package express. 

MR. ALTMAN: Well, I have here a list of the documents. 

SEN. BOND: Is that the latest version? 

MR. ALTMAN: This is just a list of what the documents are. There's 6,500 in total pages. 
This is a list of the documents we provided. 

SEN. BOND: If you could make one available for the record, we would like to have that Fd 
appreciate it 

MR. ALTMAN: Be delighted. 

SEN. BOND: Next, when did you become aware of the RTC recommendations that further 
criminal prosecution be taken against Madison? 

MR. ALTMAN: Last fall I was advised that the question of a referral to the Justice 
Department was under consideration at the RTC, and as other members of the RTC staff will 
attest, I said that normal procedures, with no deviation whatsoever, should be pursued, 
including chain of command procedures, in terms of reaching thM conclusion. 
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I might tell you that typically decisions like that are made at the regional office level, and that 
it was in this case. 

SEN. BOND: Were you aware that the regional office had asked the national office to make a 
determination as to whether the Clintons' name should be in the new expanded referral? 

MR. ALTMAN: No. 

SEN. BOND: You did not know they were asking for the national office to make a 
determination on that? 

MR. ALTMAN: No. I was simply informed that this issue was on the table, and my reaction 
was — I had only one conversation about it - that normal procedure should be followed. 
That's the way we're going to handle this thing from beginning to end. 

SEN. BOND: How was the White House notified of the referral? Was it from your agency? 

MR. ALTMAN: They were not notified by the RTC, to the best of my knowledge. 

SEN. BOND: Nobody in your agency, to your knowledge, advised the White House staff that 
this was going to be a miyor — this could be a major source of concern? 

MR. ALTMAN: Not to my knowledge. 

(Confers off mike.) 

Ms. Ford, do you know if the White House was notified by the RTC? 

MS. FORD: No, we have had no involvement at the Oversight Board whatsoever. 

SEN. BOND: When was the firm of Madison & Pillsbuiy put on retainer by die RTC, do 
you know? And for how long and what cost? 

MR. ALTMAN: I dont know that Fm aware that that firm has been retained as outside 
counsel on this matter, but Fm; not aware of the date on which if was retained nor the retainer 
arrangements. 

SEN. BOND: Will th^ review the potential of suing the various law firms who represented 
Madison or the board of directors? 

MR. ALTMAN: 1 dont know the answer to that question. 

SEN. BOND: We'd appreciate knowing that, if you could, later. And if there are other outside 
counsel or consultants hired in conjunction with the case, we would like to know that 
And finally, Fm advised that the list you have there is just an inventory of the documents 
provided to Senator D'Amato; it is not the complete inventory of the documents pertaining to 
Madison. And if Fm mistaken, in either event, we would ^ipreciate receiving a copy of the 
inventory of the entire documents. 
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MR. ALTMAN: Well. Senttor. I'm not sure I fully understand your question. But what we 
have released amounts to what we've been asked for, less any documents that, in our 
judgment, could prejudice the investigation. I told you earlier that we'd had a couple of 
conversations - I haven't had them; I'm advised there were a couple of conversations with 
Mr. Fiske, with each side asking the other not to release information or take any other steps 
which would prejudice either side's investigation, and we're trying to adhere to that 

SEN. BOND: As I understand iCthat you' have prepared an inventory. Fm not asking for the 
documents themselves, but I understand that you h^ prepared an inventory and had furnished 
perhaps members of the House side, or others, with the inventory, not the contents of the 
documents. 

MR. ALTMAN: Any information, I assure you, that we have supplied to Congressman Leach 
or anyone else — elsewhere in the Congress, we're ddight^ to supply to you or anyone else 
here that would like them. 

SEN. BOND: Would that include an inventory, a cataloging, not the contents but a cataloging 
of the documents in the Madison case? 

MR ALTMAN: We will supply you with any information to that extent that wo can ^ch 
does not get into areas that we think would prejudice the investigation. SEN. BOND: Thank 
you, Mr. Chairman. 

SEN. RIEGLE: Senator Boxer? 

SEN. BOXER Mr. Chairman, Fd like to - Fm still working. 

SEN. RIEGLE: Ail right Senator Domenici, you're next in the order. 

SEN. DOMENICI: Mr. Altman, you spoke a while ago of your one contact with the White 
House regarding this, and you and your counsel went up to talk to the White House counsel. 

MR ALTMAN: Yeah, one substantive contact 

SEN. DOMENia: Please? 

MR ALTMAN: One substantive or meaningful contact 

SEN. DOMENICI: Yeah. Well, I assume - we're not arguing there that you had — you're not 
suggesting you had more than one, are you? 

MR ALTMAN: No. Fm just saying that if you ~ you know, you run into someone in the 
hall — did you see diat thing in the paper this morning? -- Fm not including that 

SEN. DOMENICI: All right You said you were there to give a heads>up. What I understand 
the situation to be on average folks, a couple of them in my state that were bordering up 
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alongside of a statute of limitations becoming a defense, they were presented 
agreement, and if they didn't sign it, suit was filed so as to toll the statute. Is that a rather 
fair assessment of the way business is done? 

MR. ALTMAN: I think I'd have to know the details of the matter. Senator. 

SEN. DOMENICI: Well, I guess what I'm wondering, are we getting the right perspective of 
why you did this? Did you go thereVecause'you wanted them to know that clearly they 
might be asked to sign a tolling agreement, or to know that the normal process was that the 
toll — the statute's going to toll, and there's reasonable grounds to suspect something, they 
might expect a lawsuit? Or why else would you give them heads-up? 

MR. ALTMAN: The difference between this and a matter like the one you referred to is that 
I had been receiving — had begun to receive a lot of inquiries, including in writing from 
Congress, as to what procedurerthe RTC was*igoing'to~follownuid I wanted to give them the 
same sense of those procedures that I was giving members of Congress. And I said to them 
nothing different than I've said to members of Congress. 

SEN. DOMENICI: Well, I understand that, but 1 guess what I'm getting at is there must have 
been a reason for telling them that Congress was just s^ing the statute's going to run, what 
are you going to do, so you went over there to tell them that we're going to apply the same 
thing we do in any other case? And that's the heads-up that you were giving them? 

MR. ALTMAN: That's right 

SEN. DOMENICI: Was it serious enough that you wanted them to know because there might 
be something that they would be confronted with that was untoward as you applied your 
rules, like asking for a tolling agreement or filing a lawsuit? MR. ALTMAN: Again, the 
essence of what we said was that the statute of limitations which then applied was scheduled 
to expire on February 28, 1994; that the RTC was going to make every effort to make a 
decision by that date. It could fundamentally reach only one of two decisions, that there was a 
basis for a claim or that there wasn't If there was a basis for a claim then we would eidier 
seek a tolling agreement to permit more discovery and more preparation or we would file that 
claim in court 

SEN. DOMENICI: Well the passage of the statute of limitations extension eliminates diat 
problem as you have already indicated. 

I guess, Mr. Chairman, Fm having a little difficulty with explanation because one way of 
looking at it was that it was not a very meaningful or important meeting — that he was just 
doing this so that he would be able to tell Congress he had told them he's going to treat them 
the same way as others. I don't think a man - you know, 1 know you fairly well — I dont 
think you would be going oyer there to just be able to send this letter to Senator D'Amato 
that says I have told the White House that they're going to be treated the same way as other 
people — 
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MR. ALTMAN: Senator, I did not know whether they knew of such procedures which as 1 
say I was then communicating to members of Congress and it just seemed to me a little odd 
to explain to a member of Congress that we*re going to follow "XYZ* procedures and not 
have them ever be made aware of what those were. 

SEN. DOMENICI: Well, I want to close on this remarks by thanking you, Mr. Chairman, for 
holding these hearings. I hope the public understands the Republican response to Senator 
Kerry, you know, it's almost an insult to accuse us of not being concerned about oversight 
and that some how or another the other side is more interested in how the RTC turned out 
Frankly, that's just borders on being a joke. This hearing, we have all your statements, we're 
going to read diem. So we're going to know what you were going to say. If you sent it to us 
yesterday, our staff has probably read it already and they'll brief us so we're going to know. 
My last observation would be that it's inconceivable to me Mr. Altman that you would really 
be concerned that the people involved in the investigation, whomever th^ are, whether it be 
the people in Arkansas, whether ii WconfidffiitS Of^'PresideiRrwhomever, diat they would 
not know that the statute of limitations was going to toll and that that presented a situation 
that you had to advise somebody on. 

I just don't think anybody involved in this would not know that 

MR. ALTMAN: Senator, I al» ~ I would agree with you. I cant say for sure. I dont know 
what was in their minds. I doubt veiy much that they did not know about the statute of 
limitations. 

SEN. DOMENICI: Right 

MR. ALTMAN: What I was saying was not that. What I was saying was I did not know if 
they knew and, frankly, my impression is, as a result of that meeting, they hadnt previously 
known what procedures the RTC would be following. By that I mean that you have to 
choose between — you have to reach a conclusion as to whether there's a claim or there isnt, 
and then what you have to do if you reach the conclusion that there is. 

SEN. DOMENICI: All right Thank you veiy much. 

SEN. RIEGLE: Thank you. 

Senator Faircloth? 

SEN. FAIRCLOTH: Thank you. Mr. Chairman. And I will echo Senator Domenid. You 
have done a superb job of conducting. And 111 be very brief. My questions are to Mr. Hove. 
Mr. Hove, we keep coming back - you said the FSLIC issued this report, who has long been 
out of business, and did the investigation on Mrs. Clinton and her relationship. 

MR. HOVE: No, sir, I didn't say FSLIC. I said that the agency that handled the dosing of 
First American was FSLIC, and that occurred before FDIC had any involvement in that 


SEN. FAIRCLOTH: All right But who did the investigation ~ I assume there was one done 
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~ to determine that Mrs. Clinton had no involvement whatsoever that was worthy of looking 
at? 

MR. HOVE: We did not do an investigation, we did not do a review because we don't have 
all the records. The records are the old FSUC records that are not in one central repository. 
All we did was review the records that we had available at the FDIC, and the records that we 
had at the FDIC only indicated that Mrs. Clinton's involvement, from the records that we 
could review, was the two hours thaTshe speia filing the amended complaint for her partner, 
Vince Foster. 

SEN. FAIRCLOTH: So, what you're saying really is that you did a very incomplete and 
surface investigaticm. 

MR. HOVE: We did not - we simply looked at the records that we had, and we did not 
make an investigation any fuflfier than the records that we had~a^lable to us at the FDIC. 

SEN. FAIRCLOTH: Well, I would say that Mr. Whitney (sp) issuing such a clearance for 
Mrs. Clinton in the name of the FDIC doesn't lend a lot of credibility to an FDIC 
investigation when he makes his statements and when you didn't really have the records to 
make an investigation, from what you're telling me. 

MR. HOVE: What we were doing was correcting the information fhat was erroneous in the 
Chicago Tribune report because the Chicago Tribune said that.it was an FDIC case, we said it 
was not an FDIC case. And we also said that from our records, this was the only 
involvement that we could have. 

SEN. FAIRCLOTH: Well, doni you think it would be a good idea to hunt up the old FSUC 
records and see what they might lead you farther? But I have a tpiestion, and then Fm going 
to — (inaudible word). 

The original suit was $3.3 million. They settled it for 6 cents on the dollar, or $200,000. 
What I want to know is how much was Mrs. Clinton paid, or the Rose law firm. 

MR. HOVE: I cant tell you. I dont know that 

SEN. FAIRCLOTH: Can you find out? 

MR. HOVE: Wp can try. 

SEN. FAIRCLOTH: Well, I would like for you to let me know as quickly as possible how 
much the Rose law firm was paid, and also their work records to indicate who did the work 
to earn die money, because - you siy she worked two hours. . 

MR. HOVE: I didnt say that I said the only thing that we can ascertain fiom the records we 
have was that she worked two hours. And let me remind you. Senator, that these records are 
disbursed fiom wherever FSUC had die records, and we <hd not take possession of those 
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records when FSLIC was closed down. 

SEN. FAIRCLOTH: Are those records still available? 

MR. HOVE: I don't know. 

SEN. FAIRCLOTH: If she settled the lawsuit, the amount of hours she worked — it is just 
impossible for me to believe she settfcS this lawsuit against' cissiter (^), she signed die 
amended return, which was the setdement, the amended complaint, was the setdement 
against L 4 is 5 ister, at a very favorable rate, then we turn around and End that Lassiter's - the 
person with his power of attorney is back in the White House working. 

MR. HOVE: Senator, the amended complaint reduced the complaint from 3.3 million to 1.3 
million. The suit - the secernent was some six months later. I don't know whether Mrs. 
Clinton had any involvement' after th^ period’ordme in whicETshe amended the complaint 
from 3.3 [million] down to 1.3 [million]. 

SEN. FAIRCLOTH: So we have no idea whether Mrs. Clinton made the final setdement 
totally. 

MR. HOVE: I have no idea from our records and what weVe seen - 

SEN. FAIRCLOTH: And this two-hour thing — she could have worked 200 hours. 

MR. HOVE: What I have told you is what we have available at the FDIC. 

SEN. FAIRCLOTH: But she could have worked 200 hours on it 

MR. HOVE: And all Fm telling you is that the records that we have indicate she worked two 
hours. 

(Confers off microphone.) 

Okay, the only records we have was that she billed FSLIC for only those two hours. 

SEN. FAIRCLOTH: BUled who? 

MR. HOVE: FSLIC. (Pronounces eadi letter.) 

SEN. FAIRCLOTH: How about getting the total records from FSLIC and finding out how 
much the total bill was and whose time was billed? Fd like to see it Thank you. 

SEN. RIEGLE: Senator D'Amato? ' 

SEN. D'AMATO: You know, Mr. Hove, I have difficulty if you really have trouble figuring 
out when a claim is initially lodged for $3 million and then it is redu^ and you say, well, 
you know, the law firm or this partner — in this case, Mrs. Clinton ~ only billed for two 
hours. But the nature of the work was such as to reduce that lawsuit and the potential 
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liability to Mr. Lassiter (sp), who has a definite relationship with the Clintons. 1 mean, are 
we really to believe you don't understand that? Now, don't give me this two-hour stuff I 
mean, the fact is that that claim was reduced - the potential of the claim - from 3 million 
down to a 1 million some odd, and therefore, a settlement of $200,00Q is much more 
reasonable in appearance when the initial - when the suit is only asking for a 1.3 million as 
opposed to 3 million. Now, doesn't that make some - I mean, do you see why a senator or 
anyone else would make an inquiiy and say, "Look” - I mean, what*s the situation here? Are 
you telling us there was no conflid there. 

MR. HOVE; But, Senator, you're asking FDIC, and FDIC did not have any involvement in 
that suit at that time. 

SEN. D'AMATO: Fm not suggesting that What I'm suggesting to you is that a period of 
time it came under you fo r review . 

And if you look at this - don't keep telling us that FDIC didn't have anything at that time. 
We're not suggesting that you did anything wrong. We're suggesting you take a look at the 
facts, take a look at the record, and you can be a school boy, you can't come to an 
inescapable conclusion that someone was retained to bring the lawsuit that had a relationship 
with the person that they brought a suit to. And as a matter of fact, whether it was two hours 
or one hour, the determination was made to reduce the claim that might bring the potential 
liability from $3 million down to $1 million and eventually settle for $200,000. Now, we 
doni luiow who was responsible for the settlement But the fact of the matter is that the 
partner who reduced and amended that complaint was Mrs. Ginton. Now thafs obvious. 

Fm not going to spend my time going back and forth with you. Fm going to tell you 
something else, though, ^en we talked about the potential for conflict before, as it related 
to the Madison Guaranty and Mr. Hubbell, 1 want to refer you to a letter of June 8th, 1989. 
Now, Mr. Hove, you stat^ that since the Rose law firm — when I first brought this up to you 
- was suing Frost, it wasn't relevant that Web Hubbell's brother-in-law and fadier-in-law were 
suing Madison. Now, if you take a look at that letter - and Fm going to suggest to you 
that you're wrong, and thafs why you'd better have the IG look at this. June 8th, 1989, and it 
is written to April Breslaw (spX Attorney, Federal Deposit Insurance Corporation. Fm 
reading part of it 

"Mr. Hubbell is the son-in-law of Seth Ward, a Madison insider who was able to obtain a 
judgment against Madison of approxitnately $447,000." Now, Fm going to skip the next 
sentence, go down to — 

"Since the conswvatorship, the case has been removed and later remanded back to the State 
Court of Appeals. After appeal, a new trial will be sought, whedier in state or federal court 
At a minimum" — it goes on to si^ - "the state judgment will be attacked under various 
special FDIC defenses on its general inappropriateness. Miss Styrahom (ph) has informed me 
that the informal — the information contained in the audit files could be damaging to our case, 
especially if a new trial is granted." 

It goes on and it concludes: "I offer this information because there appears to be a conflict in 
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represenution and a question of loyalties. Mr. Hubbell may or may not be able to 
compromise our interest in the Seth Ward matter." Now, look. I'm not suggesting that at that 
time that you know of it Here it is. And that's why, if you don't refer something to the IG 
to clarify whether or not there was a conflict, you cant be doing the right thing. And for you 
to maintain, "Well, we werent there at the time; it was at FSUC” or "MiQrbe the rules were a 
little vague.” I mean, for god sakes, you had lowly auditors saying, "Wake up, fellas.” You 
had an auditor in another letter siting it's impossible to think that he's not going to tell his 
in-laws what's going on. So that's the kind of thing that brings about mi^be the stamping 
that one of my colleagues alluded to. 

Mr. Chairman, notwithstanding first of all Tm going to ask that we be permitted to submit 
some documents for the record that have been returned to — 

SEN. RIEGLE: Without objection, so ordered. 

SEN. D' AMATO: - so we can keep an orderly proceeding. 

Secondly, I want to say before I conclude that you could not have been fairer in making 
available this opportunity and according the members the opportunity to nudce their 
presentiuions and to ask their questions under very difficult circumstances. So I want you to 
know that And I think that I speak for all the Republicans on the committee in relationdiip 
to the maimer in which you have conducted diis proceeding. And it's not easy for you, and I 
just want to commend you for your impartiality. 

And let me conclude again. I think what we're interested in, in this, is seeing — and Senator 
Domenid said — that the process moves forward without there bdng interforence, without 
there being a question as to what documents have been made available to the appropriate 
people, what has been taken. Some of these things have no - 1 see Mr. Altman. He's placed 
in a very, very difficult position. Fve said that publidy as well. It is a very, very diffi^t 
situation. And it certainly ~ it leads to us raising the kinds of questions that we have. But I 
tell you this senator wants to see that what was supposed to be done wu done, that udiat 
should be done at the present level is carried out in a manner in which everyone can say that 
the right thing was done. And then let the chips fall where they may. 

So, Mr. Chairman, again, thank you for providing us an opportunity to put forth our concerns, 
and hopefully, flits will move us a step doser to resolving this matter. Thank you. SEN. 
RIECAE: Thank you very much. Well give you some questions for the record, and we'd ask 
you to respond to them. The committee stands in recess. 


END 
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March 2 , 1994 

MEMORANDUM FOR ASSISTANTS TO THE PRESIDENT 

DEPUTY ASSISTANTS TO THE PRESIDENT 

FROM: MACK McLARTY 

SUBJECT: Contacts regarding Madison Guaranty. Whitewater 

ana mattgra 


Any contact from any Executive Branch or Independent agency, 
and any formal inquiries from Congress, regarding Madison 
Guaranty, Whitewater, and any related matters should be directed 
promptly to the Counsel's office. The Counsel to the President 
has charged Deputy Counsel Joel Klein with determining whether 
such a communication should be directed to the President's 
personal attorney or addressed by the White House. If the 
communication should be addressed by the White House, Joel is 
responsible for directing the response. 
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March 2 , 1994 


MEMORANDUM FOR ASSISTANTS TO THE PRESIDENT 

DEPUTY ASSISTANTS TO THE PRESIDENT 

FROM: MACK McLARTY 

SUBJECT: Contacts regarding Madison Guaranty. Whitewater 

and wattigga 


Any contact from any Executive Branch or Independent agency, 
and any formal inquiries from Congress, regarding Madison 
Guaranty, Whitewater, and any related matters should be directed 
promptly to the Counsel's office. The Counsel to the President 
has charged Deputy Counsel Joel Klein with reviewing any such 
communication and determining whether it should be directed to 
the President's personal attorney or addressed by the White 
House. If the communication should be addressed by the White 
House, Joel is responsible for directing the response. In 
addition, no contact with any Executive Branch or independent 
agency regarding these matters should be made without Joel's 
prior authorization. 
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March 2 , 1994 


MEMORANDUM FOR ASSISTANTS TO THE PRESIDENT 

DEPUTY ASSISTANTS TO THE PRESIDENT 

FROM: MACK McLARTY 

SUBJECT: Contacts regarding Madison Guaranty. Whltavatar 

and aattwg 


Any contact from any Executive Branch or independent agency, 
and any formal inquiries from Congress, regarding Madison 
Guaranty, Whitewater, and any related matters should be directed 
promptly to Joel Klein, Deputy Counsel to the President. Joel is 
charged with determining whether the communication should be 
directed to the President's personal attorney or addressed by the 
White House. If the communication should be addressed by the 
White House, Joel is responsible for directing the nature and 
content of the response. 
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Talking FPints ra Takruary Maating 


• There was nothing improper about Roger Altman's meeting 
in early February with White House Counsel Bernard 
Nussbaum, Harold Ickas and Maggie Williams* 

• Nr. Altman took the precaution of oheeking vith the 
Treasury Department's ethios officer before the meeting 
and the officer gave Mr. Altman olearanoe to go forward 
with the meeting. [WHAT WAS ETHICS OFFICER'S 
UNDERSTANDING ABOUT THE SUBSTANCE OF THE MEETING? DID 
HE UNDERSTAND PRECISELY WHAT ALTMAN WAS GOING TO 
DISCUSS?] 

• That ethics officer, [Dan Forman], is a Republican 
career Treasury official who was moved up to Deputy 
General Counsel — a political appointment — by 
President [Bush] and held over in that position by 
President Clinton. 

• Mr. Altman's interest in explaining the posture of the 
Madison Guaranty matter was entirely reasonable* 

— This was early February and the statute of 
limitations on RTC civil claims in matters including 
Madison was scheduled to expire February 28. Congress 
was considering an extension of that deadline, but it 
was not yet clear that such an extension would pass. 

— There was a great deal of congressional, press and 
public interest in whether any civil actions would be 
brought in connection with failure of Madison Guaranty. 

— Mr. Altman briefed members of Congress [WHO; WHEN; 
ABOUT WHAT, EXACTLY] and the press [SAME QUESTIONS] 
about the procedures the RTC would follow in 
determining whether to file suit or seek a voluntary 
extension ("tolling agreement") of the statute of 
limitations. 

— It was perfectly sensible for Nr. Altman to want to 
communicate this same information to the White House. 

• As. the decision of the Treasury ethics officer makes 
clear, there was nothing illegal or unethical about Mr. 
Altman providing this briefing to the White House. 

• In retrospect, despite the clearance he received^from 
the ethics officer, Mr* Altman may wish he had dnosen a 
different means of briefing the White House. But there 
was nothing mong with information being communicated. 
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THE WHITE HOUSE 

WASHINGTON 


March 1, 1994 


MEMORANDUM FOR FILE 

FROM: JOHN D. PODESTA 

ASSISTANT TO THE PRESIDENT AND STAFF SECRETARY 

W. NEIL EGGLESTON 

ASSOCIATE COUNSEL TO THE PRESIDENT 

RE: WHITEWATER— TRANSCRIPT OF SENATE BANKING COMMITTEE 

HEARING 

Attached please find the transcript of the testinony 
portion of the hearing before the Senate Banking Connittee last 
Thursday, February 24, 1994. 

The opening statements will not be available until the 
Committee releases the transcript. 


W.N.E. 
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Copyright 1994 Federal Information Systems Corporation 
Federal News Service 

FEBRUARY 24, 1994, THURSDAY X 000 98 8 

SECTION: IN THE NEWS 
LENGTH: 26366 words 

HEADLINE: HEARING OF THE SENATE BANKING COMMITTEE 
SUBJECT: 

RTC THRIFT DEPOSITOR PROTECTION OVERSIGHT BOARD SEMIANNUAL 
REPORT CHAIRED BY: SENATOR DONALD RBBGLE (D-MI) 

WITNESSES: — 

LLOYD BENTSEN, SECRETARY OF THE TREASURY 

ROGER ALTMAN, INTERIM CEO, RESOLUTION TRUST CORPORATION 

ACCOMPANIED BY: 

ALAN GREENSPAN, CHAIRMAN, FEDERAL RESERVE BOARD 
ANDREW HOVE, ACTING CHAIRMAN, FEDERAL INSURANCE DEPOSIT 
CORPORATION JONATHAN FIECHTER, ACTING DIRECTOR. OFHCE OF THRIFT 
SUPERVISION DIETRA FORD, EXECUTIVE DIRECTOR, THRIFT DEPOSITOR 
PROTECTION BOARD 538 DIRKSEN SENATE OFHCE BUILDING 
WASHINGTON, DC 

BODY: 

SEC. BENTSEN: Mr. Chairman, members of the committee, I have the Oversight Board 
members with me here -- Mr. Alan Green^an, chairman of board of the Federal Reserve; 
Roger Altman, who's the interim CEO of the RTC. Pve got Jonathan Fiechter, who's the 
acting director of the Office of Thrift Sup^sion; Andrew Hove, who's the acting chairman 
of the Federal Deposit Insurance Cpq)oration. Also accompanying us is Dietra Ford, who's the 
executive director of the Oversight Board. 

And I have a longer version for the record, but Pd like to summarize it, particularly with die 
lateness of the hour, if I might 

SEN. RIEGLE: Well make your full report a part of the record, and we'd like your summary. 

SEN. BENTSEN: Before I begin, and listening to the partisan exchange, let me thank the 
members of this committee for their bipartisan support last year, in the last session, to obtain 
the funding to finish the RTC job. Pm quite appreciative of that 

Let me tell you something you don't hear very often. We're not here to ask for more mon^. 
The funding — (applause, laughter) — the funding provided throu^ the RTC Completion Act 
ought to be sufftcient In fact, they tell me this is the first time that die Oversight Board has 
been before you that it wasn't asking for additional money and funding. And Pm just very 
pleased to be able to inherit that honor. 
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rm also happy to report that few SALs ve failing, and 99 percent of private-sector thrifts are 
well or adequately capitalized. OVERSIGHT Let me review some of Ae numbers for you. 
Since the RTC was created in 1989, it*s taken over 743 failed institutions and it's closed or 
sold 680 of them. In the process it protected nearly 23 million deposit accounts with an 
average balance of $9,000. RTC made good on the government's guarantee of deposit 
insurance to millions of Americans nationwide. And, I might add, it did it with a minimum of 
disruption. A lot of the customers didn't even know that the RTC had taken over their Sd^L. 
The RTC also undertook the greatest Ifquidation in history, so far disposing of $393 billion in 
assets for about 90 percent of their book value. Frankly, I couldnt believe diat one. I made 
them go back and check it again for me. The RTC sold since its inception nearly 80,000 units 
as affordable housing. So at least tens of thousands of lower-income families have benefitted 
as this problem is being solved. 

Now, crime is at the top of our agenda these dr^s. We talk about violent crimes. Well, this 
scandal had criminals - had white Cb1tdr~Smh1nals. ^ore than 1,500 persons were charged 
with major crimes involving SftLs. Nearly 1,250 were convicted. And of those sentenced, 
more than 75 percent went to prison. And RTC has pursued several recoveries from 
wrong-doers with all involved agencies collecting n^y $2 billion. 

Mr. Chairman, when this administration took office the total cost of resolving the SAL 
problem was estimated at between $100 and $150 billion. When I testified just last March, 
we thought as much as 45 billion.in additiona] funding would be needed. That was on top of 
the nearly 87 billion already appropriated. . . 

A lot of people agreed with us. The Congressional Budget Office estimated 50 billion. The 
General Accounting Office had us around that level. And so did the House and die Senate 
budget committees. As RTC funding legislation moved through the Congress last year, 
constantly improving economic conditions resulted in record earnings for the SAL and the 
banking industries. By mid-November after lengthy deliberations in bodi houses, the ftmding 
bill provided $18.3 billion, and that brought the total amount .thafs provided by Congress for 
the dean-up to $105 billion, a figure on the low end of the estimate when diis administradon 
took office. 

And I know the results could have been different — easily. Depositors could have lost all their 
savings. Loss to the government could have been far greater, resolution of die problem could 
have taken much longer. But to the credit of a great many people, and diey're seated in dus 
committee, in addition, the problem is near resolutioiL '* 

rd like to giVb you some - and Fd like to give some credit to the management of die RTC. 
And I think we'd sure better credit the economy. Deficit reduction has helped interest rates to 
fall. We've taken steps to increase the availability of credit, tackling unnecessary regulations 
and report requirements that discourage lenders from making loans to small business. And 
well continue to propose changes that will result in greater credit availability and efficiencies 
in die banking industry. This is why we want to sell a number of issues, including passage of 
die community development financial institutions legislation, which includes a balanced 
reduction and regulatory reform, ill be before this committee next week widi qiecifics on the 
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administration's proposal to reform and simplify the regulatocy structure for depositoty 
institutions. Our proposal not only will eliminate unnecessary regulatory expenses which 
could result in the availability of greater credit, but as importantly, it can help avoid new 
crisis by putting a stop to inconsistent and confused regulation. But well talk more about that 
next week. But the point I want to make on deficit reduction is that the market responded, the 
economy responded. Housing starts and home sales are up, and that's sure good news when 
you're the RTC and you're trying to dispose of property. I can't help think back what a 
dramatic difference interest ratM*make. " 1 us^ to chair a savings and loan. Sure glad I sold 
it when I came to the Senate. (Laughing.) But I'll tell you, not smart, just luckyl But I'll tell 
you - But 111 tell you, when you've got your mortgages at one rate and all the 

sudden long-term interest rates go substantially above that, you've got yourself a real problem 
in an S&L. And when you've got the government saying well guarantee the first 100,000, 
and you've got a small, new S&L, and then they have Wall Street bundle up hundreds of 
billions and send it to a little S&L. We saw that thing happen in Vernon, Texas. A good 
example of that. And then yWsSe'th’eothem'wh*^ trying to compete and what a 

hold it puts on them. Fortunately, we're seeing things go the other way with this substantial 
reduction in interest rates. 

And I want to say to you. Senator Bennett, Fve seen some of what you're talking about, too, 
where sometimes itiey were overzealous. And that balance is in part the concerns of what 
Senator Boxer has for those that have been ill-used and guilty of malfeasance. 

But lower interest rates and increased credit activity have brought about increased earnings for 
all types of financial institutions. Many S&Ls that may have been at risk are now making 
profits. But you and I know we can't predict what's going to happen between now and *95 
when the RTC goes out of business. Nobody foresaw the floods and the earthquakes, and th^ 
had their economic consequences. We're not done yet 

Through *95, RTC must continue to protect depositors. They must dispose of some veiy 
hard-to-sell assets. And it must ensure its operations run effectively. It must work toward an 
orderly transition of its responsibilities to the FDIC. And it must never lose sight of its 
mandates to provide affordable housing and maximum minority participation, including 
implementation of provisions of the RTC Completion Act 

Fve urged the RTC to work aggressively on the issue of minority participation. It's imperative 
that minority- and women-owned businesses have an ample opportunity to win contracts, to 
purchase assets and to acquire failed thrifts. In fact, the RTC is taking special care to meet 
the requirements of die completion act to provide preferences to minority institutions while 
applying the least-cost test .. . 

Let me be more specific on some of those things I mentioned. The RTC has begun resolve 63 
insolvent institutions now operating in conservatorship, which about 2.3 million deposit 
accounts. Some additional institutions may be transferred this y^. If so. the RTC will make 
good on the government's guarantee to those insured depositors and any others who might yet 
fall under its jurisdiction. 

Insofar as the remaining inventory of nearly 64 billion assets - $64 billion in assets, these, as 
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you said earlier, Mr. Chairman, are the most hard-to-sell properties that are left: real property 
and non-performing mortgages. While the improved economy helps sales, the potential loss 
to the taxpayers could be reduced if these assets are managed and sold efficiently. The RTC 
is working on improving its marketing and sales strategies and is seeking creative, yet sound 
techniques to maximize returns. 

To fulfill its remaining mission, the RTC will benefit from good managers. Jack Ryan of 
OTS was appointed deputy CEO.nEllinXukla (sp) of Hie'OTS has been appointed general 
counsel. And Tom Horton has been promoted to acting senior vice president for asset 
management and sales. And I can tell you today that die administration expects to submit its 
nomination for a permanent chief executive shordy. 

I thank Roger Altman for die service that he has done as die interim CEO. His term expires 
the end of March, and we hope by then to have a candidate. In line with the RTC 
Completion Act, Jack Ryan serve'mTt^ intenm CEO between the time Mr. Altman's 
term expires and the permanent CEO is confirmed. The Oversight Board will also make some 
appointments to the audit committee, which will be in operation soon. 

fve asked Frank Raines (sp), vice chairman of Fannie Mae, to chair that one, and to serve as 
members we asked Jonathan Fjktar (sp) of OTS, Robert Larsen (sp), vice chairman of die 
Taubman (ph) Company and a . former member of the Oversight Board. Mr. Larsen (sp) has 
also been renominated to servAon the Oversight Board, and I hope youll be able to approve 
his nomination soon. The RTC^will close down on December 31, l^S, one year earlier than 
originally thought, and planning for that is well underway. I expect the new management to 
work with the people at the FDIC in a cooperative way to cany out the transition of the RTC 
to the FDIC. 

This past year the Oversight Board has also strengdiened our staff reviews. I was being 
reminded of my testimony of last year and the recommendations and the improvements diat 
we sought to bring about We have done a number of them. We haven't completed them all. 
We're obviously sdll working at it, and we're scrutinizing some. 

For instance, our staff has been inonitoring the RTCs efforts to improve its contracting 
systems and its oversight A review is being conducted to make sure policies are applied 
uniformly to all contractors and that contract oversight procedures provide effective review of 
performance. Anodier example: The staff has focused on the RTCs financial operating plan, 
its operating budget and all its borrowing activity, and our advisory boards are taking hard 
looks at the policies governing asset sales. Late last year, Ira Hall of IBM USA was named 
chairperson of the National Advisory Board, bringing considerable financial expertise and 
private sector expertise to that process. 

These boards meet regularly at sites nationwide to discuss progress and to hear testimoiiy 
from witnesses on how diese regulations and procedures affect different parts of the country. 
The RTC listens to dieir advice, and th^ have been instrumental in advancing affordable 
housing opportunities. Our advisory board structure will change this year. 
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The Completion Act created a new affordable housing authority board to replace the National 
Housing Advisory Board. That new board will be made up of nine members, including die 
secretary of HUD. Th^ will be providing advice on affordable housing programs, and how 
to merge RTC programs with the FDIC programs after the shutdown, and we're looking 
forward to working with them. Now, last year at this hearing, as I said, I announced those ten 
goals insofar as improving or reforming RTC management - things like putting in place a 
system to ensure prompt follow-up on findings of the inspector general and the General 
Accounting Office, strengthening UiFcontracting systeni and oversight of its private sector 
contractors, appointing a chief financial officer. Tlie RTC Completion Act mandated and 
expanded on those reform, and RTC is moving to meet the standards that Congress 
determined and set 

Fm pleased with the results, and in a minute, Fd like Roger Altman to discuss them with you 
one by one. I hope you especially note what we've done on opportunities for minority- and 
women-owned businesses ahd~in str^'^ehlhg'our internal accounting and administrative 
control systems. I personally believe that these programs are an important part of RTC duties 
and that this is an area it must continue to focus on to ensure legislative mandates are carried 
out. And Mr. Chairman, let me end on this. I believe that the RTC has made significant 
progress in the past year in achieving its mandates and in addressing the concerns that you 
folks in the Congress raised, concerns by the GAO and by the oversight board. You bet 
there've been a lot of problems, but the organization has been relatively free from partisan 
conflict. Republicans and Democrats alike have been committed to fulfilling the government's 
obligations to protect depositors at the least cost to the taxpayers. In *94 well keep working 
at that one, and looking to *9S, well, I believe the RTC will be more tiian happy to be out of 
business. I sure will be happy. Thank you. Now let me turn it over to Mr. Altman. 

SEN. RIEGLE: Mr. Altman, we'd like to hear from you now. 

MR. ALTMAN: Thank you, Mr. Chairman. I, too, have a longer statement which, with your 
permission — 

SEN. RIEGLE: Without objection. 

MR. ALTMAN: - that I hope would be entered into die Record, and Fll summarize it here. 
This is probably the final time I will appear before the Congress in any RTC capacity. Under 
the terms of the Vacancy Act,, my appointment would expire on March 30. There are limited 
circumstances under which that could be extended, but I don't believe th^ will apply. 

As Secretary Bentsen said, it's our intention to nominate a permanent chief executive as soon 
as possible. ' 

Last year we chose I think a fine candidate, Stanley Tate (sp). He withdrew, which was not 
at our urging, and 1 believe he would have done a good job. I also want to join with Secretary 
Bentsen in thanking the entire committee for its bipartisan efforts to secure Binding through 
the completion act passed late last year. 

Fd also like to note that the RTC. has taken special efforts to be re^nsive relative to the 
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Califomia earthquaka. Foreclosures in those efTective areas have been deli^ed, home otvners 
are being helped to avoid delinquencies on moitgages held by the RTC, and we notified 
FEMA of S4 multifamily units and 47 single family residences that can be made available for 
temporary housing. Now, on to the status report 

Mr. Chairman, the SAL collapse required the biggest financial rescue probably In woild 
history. Including mon^ sp ent by the FSUC beginning in 19tt ifs expected to cost the 
American taxp^fers die sta^^iig eiim^bf about $1S0 billion. To put that into perspective, at 
todi^*s budget levels thafs equivalent to about 45 years of Head Start, about nine years of 
Aid to Families with Dependent Children. And at a time when we all struggle to finance 
federal support of vital activities ftom national security to education, these are sobering 
comparisons. Fm sure all of use would agree on a bipartisan basis to make eveiy effort to 
ensure that such a fiasco is never repeated. When we inherited responsibility for this agency, 
it was not in sound condition. It was one of the largest contracting organizations of all time. 
But it had poor contracdng'^foc^ures. it was seUmg ass^ u massive blocs, denying local 
investors a shot at local properties which they knew best And despite being larger than 
almost any American financial institution in the private sector, any bank or any securities 
firm, it had no full-time chief financial officer, no permanent general counsel, and it had no 
business plan. So we determined to concentrate on repairing the organization and when 
Secretary Bentsen first testified before this committee, almost exacdy a year ago, he oudined 
a series of management reforms to which we committed ourselves, and Fd like to very 
quickly just review some of those. A full-fledged reviewr of all 21 of diem is appendiMl to my 
statement 

Contracting. We found that the agency's contract award procedures had often been violated in 
the past, and our first action there was to mandate oomplianco Some of the compliance 
problems reflected weak organizing principles. Contracts were often let by the same 
employees responsible for overseeing them. Obviously, in the event of a compliance probtem, 
die employee then had litde incentive to draw attention to it So the Office of Contracts has 
been reorganized into two s^arate units; one for contract solidtation and award, and another 
for contract administration, to avoid conflict, and the scope of contracting oversight has been 
substantially expanded. Among other things^ the staff there has been more than doubled, and 
reviews of nearly 500 outstanding contracts were undertaken last year. 

Next, audits. A new reporting system has been implemented to ensure that management 
responds to the concerns raised by auditors. And that system now tracks and updates the 
status of all inspector general, GAO and internal RTC findings and recommendationsw And 
Fm pleased to say that the RTC todi^ is current in following up on almost all GAO and OIG 
findings. Business plan. We completed a comprehensive business plan. We provided copiee 
of that to this committee. It is a highly detail^ and, I tiiink, objectively speaking, good piece 
of work. Ifs intended to be a living document and we*re going to update it regularly as 
conditions warrant 

Chief financial officer. Donna Cunningham, our chief financial officer, has been on board fix 
about ei^t months. She's taken that helm very ably, as reflected in a series of improvements 
in the internal controls in the organization. 
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The professional liability section. This has been a particularly troubled area of RTC 
operations. There have been complaints from both sides of the spectrum, as the comments 
already here today illustrate; complaints that the RTC was unfairly pursuing former SAL 
directors who had no real roles in those organizations and, on the other side, complaints that 
the RTC was not sufficiently zealous in pursuing the real crooks. 

As GAO recognized in its mid-*93 report, the primary problems have involved inadequate 
staffing and an overall lack of experi^t^ attorneys and the temporary nature of the RTC has 
made it particularly difficult from a recruiting point of view. But we have worked hard to 
increase the size and the training of the staff in this area We currently have the highest total 
of attorneys on board in the agency's history. Moreover, senior RTC and FDIC officials are 
planning to merge the RTC unit here, the PLS unit, with its counterpart in the FDIC, 
recognizing that the FDIC is a source of experience attorneys in this area 

I also want to say that effective pfosecufidhTon’E^^ to be one of the RTCs 

highest prioritiea 

Secretary Bentsen referred to our having formed an audit committee and appointed its 
members. We have also established a joint coordinating committee with the FDIC for 
purposes of planning the transition or portions of the RTC back into the FDIC by the end of 
•95. 

rd like to make a t^ial set. pf comments about expanded opportunities for minorities and 
women. Thafs been one of our highest priorities, as Secretary Bentsen said. First of all, we 
elevated the minority and women's program to the divisional levd, put the head of it on the+ 
executive committee reporting directly to the CEO. We took action to expand the number of 
minority- and women-owned businesses receiving RTC contract solicitations. And there are 
now more than 1,100 of diem in our database. 

Let me say a couple of words about the record. On a cumulative basis since inception of the 
$3.7 billion awarded in nonlegal fees, $800 million have been awarded to minority- and 
women-owned businesses, 21 percent Take a look at last year. We paid nonlegal fees of 
$S00 million. Minority- and women-owned businesses received 31 percent of diose. We also 
encouraged efforts to encourage die use of minority- and women-owned law firms on the 
legal side, as far as legal fees are concerned. Last year, such firms received $S4 million, or 
13 percent, of all legal fees from us, a big increase over die *92 level. And within the 
category of minority- and wpmen-owned law firms, minority-owned law firms received $36 
million, far above die $23 million of a year before. I think the entire RTC is quite proud at 
the sharply increased levels of minority and women's participation in all of the fee- generating 
activities of the agency, and details on that are also appended to my statement Turning 
briefly to operations and financial issues. Secretary Bentsen cited a series of statistics relative 
to the amounts of institutions which have been resolved since inception. To me the most 
important statistic is $9,000: Tliat's the average balance in institutions which have been 
resolved. And for those who think this has been a bailout of the rich and famous, I think 
diat's a pretty telling number. 
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W« h«v« 63 institiitioiis under conservatonhip todqr. 111 billion of depontt. Now that die 
Completion Act it law, we*re in the process of maiheting these remaining conservatorships. 

We diink these 63 will be resolved, Mr. Chairman, by the summer of this year, and it should 
cost 19 billion to 111 billion to do that 

On the asset sale side, we exceeded the targets wo initially set last year. Book value 
reductions, 163 billion; cash proceeds, 76 percent of that ThafI a recovery rate below 
previous years because now weVe 'down to poorer-^udity assets^ haid-to-sell assets. For this 
year, *94, we expected to reduce the book value of our inventoiy by 143 billion, cash 
proceeds 129 billion, projected recovery rate, 66 percent 

Now, on this asset sales side, one of things we did was to put in place a small investor 
program because, if Fve heard anything in this past year in this capacity, it wu that local 
investors were not - did not have a shot at local properties which they knew best So we 
took steps to ensure that asSto would bb available fOf sNSlndividually to small investors 
with moderate levels of capital. Under this program, individual offerings of real estate 
properties have been emphasized. Underscore "individual.” Auctions and sealed- bid sales 
have becon^e more frequent and geographically focused. Smaller loan pools are being offered 
to allow buyers to purr^ase smaller, more geographically segmented groups of loans. And Fm 
pleased to sity that at tiie most recent non-performing lom auction, in August last year, a third 
of the winners were new bityers who had not participated before^ and the new bidders, overall 
bidders were for the most part smaller companies wi& g much higher preference for small 
loan pools and were most interested in bitying geographically-fbcused loan packages located 
in their own areas. 

Affordable housing - Secretary Bentsen noted this — since inception waVe sold over 77.000 
units, for a total of 11.2 billion. The average annual income of households purchasing in that 
program has been about $24,000, which, by the way, is 61 percent of the national median 
family income. Finally, Mr. Chairman, the issue of whistleblowing 

As was noted earlier, last September tiiis oonunittee held oversight hearings where a variety 
of allegations were made, induding retaliation against whi^e-blowers. 

Now, let me emphasize in tiie strongest terms, we support protections Ibr whistle-blowers and 
have taken several actions to address those allegations. I issued a memorandum on OcU^ 
4th to all RTC employees strongly reiterating our policy of prohibiting retaliation against 
whistle-blowers. We established an employee ombudsman program to augment tiie efforts of 
the inspector general in gathering all types of employee allegations. That ombudsman reports 
directly to the CEO on a weekly basis, and I think tiiat program is working pretty well, 
because as of February ISth we'd received 116 inquiries, 96 of which had been closed and 20 
of which were still pending . . . 

t 

We also had conversations in person and by telephone with six of the individuals who 
testified here before this committee. And during these interviews we solicited comments, 
feedback, and suggestions from them on how best to remedy the problems which thqr raised. 
And a number of those interviews were insiglitful and have been taken into account in our 
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efforts to remedy some of the management problems at the RTC. And I just want to 
underscore how seriously we have taken these allegations and that hundreds of hours have 
been spent working to understand and resolve them. 

In closing, the Completion Act requires the RTC to terminate on December 31st, 1995. We 
will make that, there is no question that we will make that, and I think it will be a happy day 
for all concerned, especially the American taxpayer. Thank you. 

SEN. RIEGLE: Thank you very much. We're going to now proceed with the questions, and 
well go with the normal Eve-minute time periods. 

Chairman Greenspan, let me start with you. The Federal Reserve, of course, has raised 
interest rates earlier diis month, and you just indicated publicly again that further increases are 
likely. And we know in the past that rising interest rates have had the effect of causing 
signiEcant problems for thnEsT Now; obviousl^ThFamount is highly relevant. But my 
question to you would be what effect are these higher interest rates likely to have on the RTC 
and, for that matter, on the future health of the thrift industry, which is still trying to work its 
way back? 

MR. GREENSPAN: Mr. Chairman, I think you raise a very important question, because one 
of the lessons of this whole experience has been that we have - weVe put into place in the 
early post-war years an institution which was a specialized institution, one which could not 
function in a period of signiEcant inflationary imbalances, an institution which had long-term 
assets and short-term liabilities. And, as the secretary indicated, when interest rates generally 
go up that institution is pressed as, indeed, we saw in an extraordinary sense in the period 
1979-1980. 

One of die things that is very important that we not allow to happen again is that 
extraordinary type of inflationary imbalance which was so destructive to diose types of 
institutions. To be sure, savings and loans as a consequence of diat have restructured their 
balance to a signiEcant extent and the maturity mismatch is not of the size that it was 
previously. 

Nonetheless, should interest rates rise significantly, then I think it does put those institutions 
in a very difficult position. Ifs. been die concern of the Federal Reserve that we endeavor to 
fend off any such types of inflationary instabilities, and the actions that we took - we took on 
February 4th, and the general discussion which 1 oudined to the House Banking Committee's 
subcommittee in trying to comprehend die type of problems that may be out diere, were put 
forward precisely to prevent .the types of difficulties which so debilitated the savings and 
loans. 

To date, the effects on dies4. institutions, of course,.have been minimal, and we dont expect 
to see any particular problems emerge on that, but I would like to call - ask my colleague, 
Jon Fiechter, what he sees, he's looking at these institutions in a much more detailed way than 
L 
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MR. FIECHTER: I would echo what Chairaian Greenspan said. One - well, first, clearly a 
miyor risk in the thrift industiy, given the nature of the business, is interest rates, but a real 
difference between the thrift t^y versus the thrift of the late 70s that ran into so much 
difficulty when the •• there wu the rate (spike 7) in the early '80s, is that restructuring both 
of assets and liabilities, there are a lot of thrifts now that won't hold fixed rate mortgages any 
longer because they went through the early '80s. Also, as a consequence of (rate Q 7), 
institutions are able to much better manage dieir liabilities. As you know, Mr. Chairman, as a 
consequence of FDICIA, 0TS7i5*'$<mtirib! of timeoh Interest rate risk. We have a fairly 
extensive model, and in anticipation of a question such as this, I asked the staff based on the 
information the thrifts now provide what would be the effect of a 200-basis-point increase in 
interest rates if it were to happen as a shock - sort of an across-the-board increase, but I dont 
think we're talking about that type of change. Only ten institutions would fail dieir current 
capital requirements. 

None of them would go below TpefcmTi^iiair^^ while ifs a very uncertain 

world we live in, the analysis that weVe done has suggested that at least in the numbers that 
we're talking about todiy, the thrift industiy is in a much better position to handle rate 
increases going forward. 

SEN. RIEGLE: I think that's an important response because I think it diows as well that in 
re-engineering, dirough FIRRBA and dien FDICIA, the arrangements that die general strategy 
is working. Now, if we gek overtaken by, you know, events that were to drive interest rates 
above 200 basis points then we're into a different zone. But lefs hope we're not going to deal 
with that Chairman Greenspan, let me ask you one odier question. This issue has obviously 
gotten a lot of attention here this morning. Are you satisfied with the way the Madison 
Guaranty issue has been handled by the RTC7 

MR. GREENSPAN: The oversight Ixiard has, as far as Pm concerned, had no relationship 
with the Madison issue because that is a qiecial case which is handled by the RTC dir^y. 
And I must say, I have not followed it in any manner which would enable me to address die 
question in a useful manner for you. SEN. lUEGLE: Senator D*Amato7 

SEN. ALFONSE D'AMATO (R-NY): Thank you, Mr. Chairman. 

Mr. Hove, on August 10th, 1989, there was a letter written to Mr. John OlXmnell by a Ken 
K. Schenck (sp). He's a credit ^lecialist I don't know whether you've seen this letter in your 
reviews of ^s whole matter, but just let me read you die last paragraph. 

*In the process of our suit against Frost Jk Company, we will most certainly examine 
practices and procedures Madison Guaranty used in the d^-to-day operations. We are 
making this iiiformation available in detail to Mr. Hubbell." .Now listen to this sentence: To 
believe that none of this information will make it back to his family is naive. I do not know 
whether or not any information upcoming will be damaging, however, I would like someone 
widi a wider scope of authority to review the situation and possibly eliminate this conflict" 
Here's a credit specialist who's telling you what the real world is about He was there. 

Now, let me go on. In the report released by the FDIC - eight pages of what I think is the 
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most incredible whitewash of Whitewatergate that Fve seen. This is incredible •• incredible. 
And Tve spoken to you just briefly before and I told you what Fm going to ask you. Page 
six, the bottom: "In addition, we have found no evidence that the firm had a close relationship 
wi^ the SftL which might call into question its independence.” 

I mean, I have to tell you, given the information that your people were reporting back to Mr. 
O'Donnell, FDIC S&L project area coordinator, August lOA, 1989, given this incredible - I'd 
say the FDIC makes an assertionThit thrKbse Law Firm did not maintain a close 
relationship with Madison Guaranty. That's incredulous in light of the fact that they had a 
monthly retainer with them for IS months for several years earlier. I mean, how do you 
come to this conclusion? 

Now let me ask you one other thing. Is it true that no documents were reviewed as part of 
the FDIC's internal review which was conducted by your law department? Is diat true? 

MR. HOVE: Let me respond to your question in the order that you gave them. You first 
talked about Mr. Hubbell and his relationship with the suit •• with the Frost accounting firm. 

SEN. D* AMATO: Have you seen this memo? 

MR. HOVE: I have not seen that memo. 

SEN. D' AMATO: Let's have staff give a copy of this memo to Mr. Hove, please. 

MR. HOVE: Let me respond to that 

SEN. D' AMATO: Would you like to look at that last paragraph and let me know whether or 
not your people, in conducting this review have seen ^is? It goes back to 1989. And the 
person who sends it says it would be naive to think that Mr. Hubbell would not pass this 
information on to his family. 

MR. HOVE: But let me respond by saying that even if he had the issue between Mr. Ward, 
who is Mr. Hubbell's father-in-law, and the Madison Guaranty had been already decided, 
and Mr. Ward had a judgment at that time against Madison. That case was on appeal, and 
therefore, any information that Mr. Hubbell could obtain, even if he would obtain it, and give 
it to his fadier-in-law would not be admissible, would not be in the appeal process, even if he 
had had die information to give to him. 

SEN. D' AMATO: Mr. Hove, did you ask you, did read page six, the bottom of your report? 
Because we don't have much time. So Fm going to - it says, "We find no evidence that the 
firm had a close relationship with the S&L.” Do you really believe that to be the case? Do 
you really believe that a monthly retainer that Hillary Ro<fliam Clinton had did not establish a 
close relationship? Are you really suggesting that there was none? 

MR. HOVE: Her relationship - 
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SEN. lyAMATO: Is that credible in light of what you know? MR. HOVE: Her relationship 
with Madison was on an issue that was in i state agency and not with the federal 
government It was not with the FDIC. And our case was not against Madison. Our case 
was against the Frost Law Firm - or over the Frost accounting firm. 

In addition, we find no evidence that the firm had a close relationship with the SAeL, which 
might call into question its independence. I mean, are you serious? I mean, that is a 
conclusion that was made. Let me tell you, it was made by your legal department. 

Lefs go into something else. AT^ bflist year's RTC Act, we have an inspector general 
that was created in the FDIC. Was the FDIC inspector general involved in this review? 

MR FIECHTER No, sir. The review was started at your request, if you recall. I had 
indicated to you in my confirmation hearing that we were undergoing a review by our legal 
division as to what was die policy, die conflict policy that be in effect between the Rose 
law firm and the FDIC in the lawsuit diat Rose was doing for the FDIC against the Frost 
accounting firm. SEN. D'AMATD: Let* me ask you this. Do you plan to ask the inqiector 
general's office to analyze die procedures used by the FDIC legal staff in conducting diis 
internal review and in essence to review this matter? 

MR FIECHTER I would do that if the committee requested that SEN. D*AMATO: Well, Fm 
requesting it, and I would suggest that you didn't need — you wouldn't need the committee to 
ask you to do this. Fd suggest to you that ifs your job to do it Fd suggest to you diat when 
you have such obvious areas of conflict in this rqiort, when you're siting that Aere was no 
close relationship, when you're, .suggesting that Webb Hubbell would not and was not in the 
position to give any information to his father-in-law, that is incredulous. And if you dont 
have an inspector general looking to something like this, then what do you have him for? 

And what do you have? You have staff people who are going to make — who make this kind 
of determination? 

Now, I have to tell you you will be doing yourself and the FDIC, I think, a great, great 
damage if you just think that you're going to let it rest on diis ei^t pages of sophomoiic, 
legalistic mumble jumble that doesn't hold water. And Fve just look^ at this report Fve seen 
some occasion to see it in the ne^aper. This is the first time Fve had an opportunity to 
review it personally this morning, and ifs shockingly inept. ^ 

Now, question. Do you intend, not by vny of this committee instructing you, to pul this 
matter, and don't you think itfk, appropriate dial it be submitted to the inspector general? Yes 
or no? 

MR FIECHTER Senator, we've been reviewing this to review our procedures, to review our 
procedures widi conflicts; with conflicts not only widi the Rose law firm but every law firm 
that we deal widi. And our procedure is to deal not only with the actual conflicts but also to 
deal with the appearance of conflicts. And in this case had we done that, had we dealt with 
die appearance of conflicts, it is likely that die appearance would have been different - the 
conclusion mity have been different But Senator, this has been several years ago. At that 
dme we had many cases coming in to us as a result of the savings and loan failures; and the 
conflict, under the rules diat we were dealing with at that time, did not present arqr conflict of 
interest from the Rose law firm suing the Frost accounting firm. 
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SEN. D* AMATO: It's what we'ra doing today. Today you're saying there may be a conflict 
back then because th^ didn't have clear rules spelled out Today you're saying there may be a 
conflict back then because they didn't have clear rules spelled out Now let me tell you 
whether it smells today — and it smelled then - 1 don't want to get into this legalese that 
maybe •• I want to know if you're going to ask the inspector general to review this matter. 
That's a question. 

MR. HOVE: I will do that if coniihiflMTei^ests it 

SEN. D' AMATO: Well, Mr. Chairman, I would at this point in time move that we ask that 
this matter be reviewed by die inspector general. Now this is not going to interfere with any 
federal prosecution that’s taking place, but it's a question of ascertaining whether or not we're 
getting the facts. It's a question of whether or not legal counsel has analyzed all the 
documents. I don't know — I read in one news account that says that no documents were 
received as part of the FDICslmemal feviewrT*do7i*t lciiow‘whether that's true or not, but 
that's certainly something I intend to pursue. 

SEN. RIEGLE: Yeah, let me just respond to your question because the time is up and I want 
to stay within these time periods or well - we won't be able to move any at all here in an 
efficient way. 

Let me take your request under review. Fm not sure but what a request from a single senator 
may be sufficient to — in asking for an inspector general review. I don't know without sort of 
looking at our past practices and precedents, but let us research that question. 

SEN. D* AMATO: Let me thank you for the manner in which you've handled it, but I have to 
tell you something. Fm wondering why when I asked you a question, yes or no, would you 
undertake this - and Mr. Hove, before you answered, the fellow behind you with the glasses 
who has got a lot of hair I wish I had, you know, came up and told you what to say. Now, 
can I ask what is your title and what is your responsibility? 

MR. : The acting general counsel. 

SEN. D* AMATO: You're the acting general counsel. Well, you know, sir, whether or not 
you're going to ask, it seems to me for this to be reviewed is a matter if you see that the 
propriety of this report, the integrity, the correctness of it can be substantiated. And it would 
seem to me that you'd want to do ^at. 

MR HOVE: Well, let - 

SEN. D'AMATO: It would seem to me that without counsel coming to you and s^ing 
whether - you know, you can wriggle out by saying that the committee has to ask. And I 
appreciate ^e chairman's response, I really do. 

But I just want to make that observation, Mr. Hove. I find your response totally 
unacceptable. 
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MR. HOVE: Mr. CkainiiM? 

t 

SEN. RIEGLE: Well let - 1 want to move ahead to Senator Keny, who is next» and if you 
wuit to make a response, certainly - 

MR. HOVE: Yes, I would like to, and first of all, all the documents, eveiything that we have 
discovered is available to the s pecial coun sel, and we will make diat available to the special 
counsel. I will commit to you tliSl will SSTtlie inspector gmeral to undertake an 
investigation. 

SEN. D'AMATO: Thank you. Tliank you veiy much. And I think you have done the 
administration a service, yourself, the FDIC, and I applaud you for that Thank you, Mr. 
Chairman. 

SEN. RIEC9LE: Senator K^iy? 

SEN. KERRY: Mr. Hove, you were originally appointed to your position by President Bush« 
weren't you? 

MR. : That* s correct 


SEN. KERRY: So you're a holdover fiom the Bush administration tfien. There's no special 
affiliation you have with President Clinton, is diat correct? MR. : Thai's correct 

SEN. KERRY: I think itfs a fair issue always as to what the level of review is, as to any 
institution, if it takes place. And Pve certainly shared a public expression of concern about 
what the inspector generals have done or not done. But I would like to see^ if ifs going to be 
done, as to Madison, I really want to see it done as to Columbia and as to some of the 
others. 1 just think we ought to cover the board here. 

Secondly, I want to point out the distinction here whidi we keep missing. And one of my 
colleagues earlier said if this were President Reagan who did this and it was Silverado and so 
forth, we'd be screaming. Those were sitting presidents who made sitting decisions regarding 
a policy at that moment in time that cost the taxp^ers a lot of money. There b no sitting 
presidential decision here, there is no issue of presidential poliqr here. There b no issue of 
taxpt^ers being cost money by an action taken by the president of the United States at this 
time. This happened in \9%2 and 1986, before they became president Now, an individual 
died and there's an investigation into the deadi of Aat individual and what nuqr or miqr not 
happened is a fair question with respect to the death. And that's being investigated by the 
first special prosecutor of an opposing party that I can think of in my public memory in 
public office thafs been appointed. That is the clear distinction here. And H b a vety real 
distinction. No taxptyer money, no public issue of poliqr, no decision of a sitting president 
of the United States with respect to ^at thb committee has oversight on and b here for 
todity. 

The question is legitimate: what took place, were tiiere relationships previously - these are 
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important as to all these banks. And it is fair for the special prosecutor to proceed on that, 
and it is even more important that this committee guarantee down the road that we investigate 
everything. Fm not sitting here saying something may not have taken place. In point of fact, 
there may be some indication that some folks outside of the White House may have some 
questions to answer. But there is no evidence whatsoever with respect to policy or taxpqrer 
money or any decision made by the president of the United States that warrants this kind of 
inquiry. ' 


Now, let me ask you, if I may, Mr. Altman, and Mr. Secretary, perhaps you can share with 
me, because one of our concerns is not just Madison but a whole lot of other institutions. 1 
think 42 percent of the total losses fall in Texas alone. And there's a serious question about 
professional liability with respect to those institutions. Fd like to know, to date, what is the 
total amount of mon^ recovered to date from directors or officers of these institutions 
nationally? 


MR. ALTMAN(?): $640 million, senator. 

SEN. KERRY: Six hundred and forty million? 

MR. ALTMAN(?): From institutions - from institutions. 

SEN. KERRY: And thaFs recovered through liability cases. MR. ALTMAN(?): Those are 
criminally related recoveries, i 

SEN. KERRY: What about civil? Is there any at this point? MR ALTMAN(?): In addition to 
that figure I gave you, about $745 million from civil-related recoveries. 

SEN. KERRY: So we have in fact recovered to date a billion three, is that correct? Ifs not 
insignificant 

Can you break down where, that has taken place? It's my understanding 42 percent of die 
total cost of bailout was Texas. Is there a corresponding recovery rate or any kind of rate 
you could give us as to where the most money came from? 

MR ALTMAN(?): I don't have information with me, senator, on state-by-state breakouts, and 
I don't know wfae&er - 

SEN. KERRY: Would it be possible just to get that at some point in time? MR ALTMAN: 
Well be happy to do our best to do. so. 

SEN. KERRY: I think it would be good to have a sense of that IFs my understanding diat 
you were going to take a look at this question of sort of why the recovery rate mqr or mqr 
not have been low. Have you been able to draw any conclusions as to that? I mean, one of 
the things I heard is that a lot of the attorneys who came on believing that they were going to 
be able to engage m recovery grew so frustrated at not being able to do so in the early years 
that they left I dont know if that's legitimate or if you've found other reasons, but could you 
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share with the eomimtlea what, if anything, you may have discovered with respect to the 
recoveiy process? 

MR. ALTMAN: As 1 said in my opening comments, the entire PLS area hu been a troubled 
one, and there have been complaints from both ends of the spectrum about overzealousness 
and about inadequate pursuit And we*ve had u GAO in its report noted a high degree of 
turnover and difficulqr ret aining »» recruit ing and retaining experienced attorneys because of 
the temporary nature of the^RICTAffm all, here we am widi less than two years to go. 

SEN. KERRY: Currently thafs true. What about in eighty - what about in the early stage - 
late - late *S0s? 

MR. ALTMAN: Well, of course, the RTC has always been intended to be a temporary 
agency, and Td just r^er you to the GAO report which concluded that that was a particular 
problem. And as Fve menEdhbd, we*ve inaife'OmMn^^ to strengthen that, the most 
important of which is to hire a very good and very strong general counsel. 

When we inherited responsibility for the RTC, despite its being such a large institution - as I 
said, larger than almost any private financial institution in die country - it didn't have a 
fiilLtime general counsel. And that's a very important step we took. We've also got more 
PLS attorneys on board today than ever before in the hist^ of die organization. So we're 
making every effort to try to fulfill all die responsibilities we have in this area. I dont think 
there's any way to know, senator - or if there is, I don't know - whether — or what 
percentage of recoveries that have been made compared to the potential dial an ideal effort, a 
perfect effort would have obtained. 1 don't - 1 doni know the answer to that 

SEN. KERRY: Okay. My time is up. Thank you very much, Mr. Chairman. 

SEN. RIEGLE: Thank you much* Senator Kerry. 

Senator Bond is next 

SEN. CHRISTOPHER S. BOND (R-MO): Thank you very much, Mr. Chairman. Mr. Altman, 
are there special measures taken when in the resolution of a failed thrift you find it to be 
affiliated with a high profile individual? Someone in government, for example? 

MR. ALTMAN: The procedures. Senator, which the RTC follows are intended to be identical 
in each case, and they certainly have been identical in the case discussed this morning. 

SEN. BOND: After you discovered that the president of . United States's name might be 

mentioned in a criminal referral being made by your agenqr, did you take any steps to ensure 
that documents created in the case were protected and preserved? 

MR. ALTMAN: When the possibility of a criminal referral was brought to me, I took one 
step, and that was to instruct.all the relevant RTC personnel. to handle any jud^ents about 
criminal referral in the same exact fashion that diey would be handled in any other PLS 
matter, no deviation whatsoever, ^ fiu as documents are concerned, the same thing. 
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SEN. BOND: You instructed them to handle the documents in the same way? MR. 

ALTMAN: That's correct 

SEN. BOND: Were there any instructions received by you or to, your knowledge, anyone in 
your agency from the Department of Justice, the White House or special counsel with respect 
to the retention of documents? _ 

MR. ALTMAN: To the best of my knowledge, and I believe I know this, there were no 
requests or conversations with the White House whatsoever on that With regard to Justice 
and the special counsel, Fm advised there have been conversations, die essence of which is 
that each party reminding the other not to take steps or release information which could 
jeopardize either party's investigation. 

SEN. BOND: Given the facls 1 set'out lh my dpehihg Element, we are concerned about 
whether all the documents are there, can you assure the committee that no one has issued any 
instructions to you or your agency to retrieve, relocate, destroy or tamper with any documents 
dealing with Madison, its affiliated enterprises, directors, owners or business partners? 

MR. ALTMAN: 1 have no knowledge whatsoever of any such effort SEN. BOND: Has 
anyone in your agency, specifically the Department of Records Management, indicated to you 
there are any missing documents? Or has anybody discovered any files missing or 
unaccounted for? 

MR. ALTMAN: No. 

SEN. BOND: You are absolutely sure that — 

MR. ALTMAN: No, your question was: Has anybody indicated to me. SEN. BOND: All 
right 

MR. ALTMAN: The answer is no. 

SEN. BOND: Would you inquire of your records management agency whether th^ have 
either. A, been given instructions about the handling of documents from somebody outside or 
if they have found any evidence of missing documents or find Aat there are documents 
apparently missing? If you would inquire of that and advise us if you do find that there is 
such information? 

SEN. RIECR£: I think the stenographer should note diat he's nodding in the affirmative. 

MR. HOVE: Yes. 

SEN. BOND: Finally, will the RTC release copies of the initial September 1992 referral to 
the Department of Justice and copies of the second referral on October *937 

-.1 
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MR. HOVE: Senator, waVe not in t position to rdeaso any documents that could have a 
negative impact on the investigation. I don't think you would want us to do that And 
documents of diet type diet you're talking about fall into that categoiy. 

SEN. BOND: Allegations were made by Susan McDougal that many of the Whitewater files 
were actually delivered to Mrs. Clinton in 1987. What steps have been taken by your agency 
to recover those files or to ascertain where those files mi^t exist? 

MR. HOVE: I have no knowledge of that matter. 

SEN. BOND: Have you heard of the allegation? 

MR. HOVE: Actually, no. 

SEN. BOND: Mr. AltmanHImbw diere's many’ i^ectsloii~l was just reading one of the 
stories appearing in Commentary which referr^ to those allegations. We don't know if they 
are true or not, but I would suggest that someone should make inquiry to ascertain whether 
there is any truth to the allegations and if so, to take appropriate steps to recover such 
documents. Finally, where are the documents being kept, and have di^ been thoroughly 
catalogued? 

MR. ALTMAN (7): Well, I can assure you diat all proper procedures relative to safeguarding 
of documents are being followed. We also have a responsibility in regard to any case to 
obtain all the necessary materials for purposes of mal^g a litigation decision. 

So any documents that the legal staff at ^e RTC believes would pertain — would help it 
reach a conclusion on a litigation decision, in this or any other matter, it makes a maximum 
effort to obtain. 

SEN. BOND: But that - you have no knowledge of the specific question I asked about the 
records potentially in the possession of Mrs. Clinton? MR. HOVE (?): None whatsoever. 

SEN. BOND: Thank you, Mr. Chairman. 

SEN. RIE(%£: Senator Boxer? 

SEN. BARBARA BOXER (D-CA): Thank you, Mr. Chairman. I want to pick up on sAere 
Senator D* Amato left off with Mr. Howe^ 

Mr. Howe, as.a Bush ippointee, you were familiar, obviously, widi the laws in those days 
regarding coiiflicts of interest, and you said that at diat time ^ere had to be a direct conflict 
of interest And the appearance of a conflict of interest now is considered important, but at 
that time, diafs not the way things were done. Is diet correct? 

MR. HOWE: That is correct. Senator. 

SEN. BOXER: So die law vtMi strengthened, and now you have to look at the appearance of a 
conflict of interest 
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MR. HOWE: It's not a law, ifs a procedure that we have at the FDIC. SEN. BOXER: All 
right 

MR. HOWE: And at that time, we were looking only at the conflict of interest Now we look 
not only at the conflict but also at the appearance of any conflict. SEN. BOXER: Right 
Well, Mr. Chairman, I think this is a very important point And what I would like to suggest 
is this; my colleague. Senator D'Amato, is very interested in diis one particular S&L, which 
as I understand it on the lisTot 'failures is iiie 194th larg^ in the country. Fm also interested 
in seeing if there were conflicts when lawyers were hired in some of the bigger closures. For 
example, there were, as I understand it 14 S&L failures that cost the taxpayers more than one 
billion [dollars] each. Of these mega failures, six were located in Texas, two in California, 
two in Arizona, one in New Jersey, one New York, one Florida and one Penn^lvania. And I 
would like to ask you - and since I think the chairman said a senator can make a requ^ - 
that in these mega failures, these six, I would like you to go back and take a look at the law 
firms that we used at that time' to see if there were conflicts of interest and have a - and at 
the same time that you issue this to Senator D'Amato, I would veiy much appreciate knowing 
that because I do have a big concern about the scams that were going on at Uiat time. 

MR. HOWE: Senator, many of these cases probably were the RTC cases and not die FDIC. 
The reason that we had this case was that we inherited the FSUC cases in late 1988 or early 
1989. This one came to us at a window of time prior to RTCs being created. So I think that 
your request might better be directed toward the RTC. 

SEN. BOXER: Well then I will make that request to the RTC and ask diat we have that 
report Would I make that to Mr. Altman or Secretary Bentsen? Mr. Chairman, who do you 
think would be the appropriate party? 

SEN. RIECRJ5: Well, they both are hearing it, so — 

SEN. BOXER: All right Well, I will assume that will be done because, as I say, what I find 
most incredible is diat there's this outrage directed at one particular situation, and ifs so 
obvious why. You know, Mr. Chairman, 1 just want to s^ this, if I might — Fll get back. I 
just have to say this, if I might We all bring our experiences to die table, to our committees, 
to our work. And as I sat through this, I had the sense that diis reminded me of something, 
the dynamics here, and it comes back to my being a mother and my experience in raising two 
kids, and when th^ wanted something, they made a pretty strong case. 

And if they really v^ted something, they stamped their feet And if I gave them what they 
wanted, I exp^ed diem to be happy because I acceded to their request And if diey kept on 
stamping their feet, Fd tell them, "You're unreasonable." And if th^ kept it up, Fd take 
further action. But I think what I see going on here is that there was a demand for the best 
and most impartial person to look at a situation diat obviously had a lot of political overtones, 
and in an attempt to handle it fairly, that request was granted, and we don't know the end 
result . . 

But what I see happening here, Mr. Chairman, is that people are still stamping dieir feet as if 
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nothing's been done. Something veiy important has been done. A lease has been taken on 
offices for something like four years. Eight attorneys are looking at this whole situation. 

Every question that's been asked by my colleagues is being looked at, not by a Democratic 
prosecutor, as Senator Kerry has pointed out, but by t Republican prosecutor, and someone 
who I believe has the faith of the American people, if not some of the senators here today, 
who seem to want to interfere in that investigation. 

SEN. RIEGLE: Senator Boxer, Pmight jiist say, you may or m^ not have seen this in this 
morning's Washington Post, but there have beM 23 FBI agents assigned to work with the 
special counsel, in addition to that legal staff that you cite. 

SEN. BOXER: Yes. And, Mr. Chairman, I have to say that gives me great comfort As much 
as I respect my colleagues* skill at questioning and badgering, Pd radrer have this matter 
handled by someone who is so well-respected, cannot be accused of partisanship, as my 
colleagues on the Republicanside here could be or I could b^or Senator Kerry could be. 

So lefs stop stamping our feet, and let's si^ this is good, that this investigation is going 
forward. And I really do have faith that we will find out what the probfems were. And we 
don't know where it all will lead, but I don*t think that turning this hearing into a browbeating 
of witnesses here does any good here at all. 

1 have some written questions I would like to submit, but I would have to say overall I am 
pleased with the report that we're getting. It seems to me we're moving along, perhigM^ 
hopefully, under budget, moving forward with women and minorities and the ^gs that many 
of us care about, and going after these crooks. Thank you. 

SEN. RIEGLE: Do you want to say something? Otherwise Pm going hero. MR. ALTMAN 
(?): No, no. I just wanted to note to Senator Boxer that we would reqxmd to that question 
Aat you earlier asked. 

SEN. BOXER: Thank you. I really look forward to seeing that for those six institutions. 
Thank you. 

SEN. RIECHJB: Thank you. 

Senator Bennett 

SBC. BENTSEN: Mr. Chairman, if I might - 
SEN. RIECHJB: Uh, excuse me. < .. . i . -.t .m. 

SEC. BENTSEN: (OfiP mike) - my responsibilities as secretary of the treasury to deal in 
oversight, and Pm specifically precluded from intervening in individual cases. Thafs the 
responsibility of the RTC. 

SEN. BOXER: But die RTC will do that Thank you. 


SEN. RIECHJB: Senator Bennett 
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SEN. ROBERT F. BENNETT (R-UT)* Thank you. Mr. Chairman. 1 agree with Senator 
Boxer we all bring our personal experiences to this. I will try to stop stamping my feet 
(Laughter.) I think that's an appropriate response, but — 

SEN. BOXER: YouVe just been tapping your toe. (Laughter.) 

SEN. BENNETTr^IVe just been tapping my toe. I must, however, out of n^ own experience 
share with you the number of nmim mail isJ loyal Repul>n^ went to the White House in 
the Nixon administration and kept siting "You have got to get this out You have got to find 
out who is behind this and tell the truth.” And I kept getting told "This is a diird-rate burglary 
that nobody cares about" I'm sure on a list of breaking and entering - (laughs) - this would 
have - the Watergate breaking and entering would have been considered very, very minor. 
And people kept sqring to me, "No, no, itU all blow over." Well, it was members of your 
party. Senator Boxer, who kept stamping their feet and kep^the thing up. A special 
prosecutor was appointed wh6 m my recollection was a Democrat I think Mr. Cox did not 
have very good Republican credentials when he was appointed to that circumstance. 

SEN. KERRY: He was a Rq>ublican. One of die good ones Bom Massachusetts, but he was 
a Republican. (Laughter.) 

SEN. BENNETT: He was a Republican? Well, I knew his law partner. He was a Democrat 
We need not beat this further, but I do hope everybody understands that when there is an 
allegation of wrong-doing the smartest thing any politician can do is get all the facts out on 
the table. Fve tried to do that When Tve been accused of making mistakes, Tve discovered 
diat the very best thing you can do politically is not try to cover it up, and Aafs the only 
advice I give my friends in.this circumstance, having lived dirough the Watergate thing on die 
other side of it 

SEN. KERRY (?): Can 1 just take 30 seconds to say to my colleague diafs exacdy what we 
did. Senator Mbynihan, national television, SeruUor Bradl^, Senator Bob Kerrey, mysdf and 
others said appoint a special prosecutor, and indeed, the White House turned around and did it 
while the president was in Europe. . i ' . 

SEN. BENNETT: I understand all that, but I also understand Jhat the stamping of the feet that 
went on prior to that probably had something to do with dial decision. I dool think it was 
entirely sound public pollqr on the minds of the people on dbe other side. 

Let's get back.to (he RTC if I can. I do want you to refer carefriOy to the article that I put 
my opening statement YouVe talked a great deal about minorities and women, and I yield 
no one in my desire to see to it that there is fairness done. 

The allegations tfmt were made by the gentleman from Denver,- however, is that there is 
serious reverse discrimination going on in the RTC, and that anyone who does not fall in that 
category cannot get a job and cannot get a promotion. And if that is true^ that is something I 
think you should pay attention to. So I would 9ak you to review that 
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Now, make reference to continuing sales, and again, this is a personal circumstance. I*ve had 
a number of people come to me in Utah and say here is a marvelous investment opportunity 
to pick up at fire sale prices properties that can be enormously valuable. I have decided 
finally to divorce myself from having to make any investment decisions, and I put all of my 
assets in a managed trust and trust the trustees of that trust to make those kinds of decisions. 
But 1 said to them I cannot personally invest in this because I sit on die Banking Committee 
and it's involved in oversight of the R TC an d these are RTC properties. 

But I did, prior to creating the managed trust for my assets, go through the process of looking 
at them, and as a businessman, I can say you really are moving them very rapidly because it 
struck me that some of the prices were indeed unduly low and that the RTC could in fact 
have gotten a better price almost as quickly if not just as quickly as they were getting for 
some of these properties. Do you have a sense on that issue? Pm not accusing you of 
anything, I simply want you to talk about it 


MR. ALTMAN: Well, first of all. Senator, we have a statutory responsibility to maximize 
recovery for the taxpayer, so we must pursue sale techniques which respond to that goal. 
Second, all RTC assets, for practical purposes, are sold at auction, auction of one kind or 
another. So rather by definition, the market - the price which the market establishes on that 
day is the price. It's always possible to look back on any transaction and say you should have 
done it later or you should have done it earlier, bpt fuodameidally all of our sides are on an 
auction-style basis. I think the only other point I would make is ^at we're now in — we now 
— our inventory today is of the harder-to-sell variety as we're getting down toward the end. 

So our recovery rates, as I mentioned in my statement, are lower. I think last year we 
recovered at a rate of 76 percent of book value, and this year itil be in the mid sixties. The 
character — 

SEN. BENNETT: Let me just go back to your earlier statement I understand what you're 
saying here, and I don't want to be argumentative about it One instance, we were told - or I 
was told that while it was technically an auction, the RTC had determined die price and that, 
if I would simply submit a bid for this price, I would be guaranteed to get it, Aat the RTC 
would not entertain any other requests. And I turned it down, as I say, for the reasons Fve 
described, although I'll say to my colleagues, the ethics committee told me I need not have 
done that I could have made the investment I decided to avoid die stamping of feet later on 
in some future campaign in Utah. I would not run the risk. But it was my understanding that 
the people who did ultimately pick up the property did it for the price dial we were told was 
die price. And we were told, "Yes, ^s is technically an auction; there will be a sealed bid, 
but diis is the sealed bid we want and if you submit it at that price we can guarantee that you 
will get it" 

MR. ALTMAN: Td like to make points. The first is - thafs not how it's supposed to work, 
and if it worked that way — just taking your comments in their entirety m it ^ould not have. 
Second, the RTC does reserve the right to reject bids and to establish in effect reserve prices 
or floors. So, it isnt the case - it isnt always the case that whatever the high bid is ifs 
accepted. But, there should never be an auction where any such indication, any such 
knowledge is provided beforehand; if it was, it was a mistake and shouldn't have happened. 
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SEN. BENNETT: Til just assume that it was a mistake in a paitioiiar drc|aistance, and Tm 
grateAil to you for your response. 

SEN. RIEGLE: Well, and perhaps a look could be taken at what may havibeen going on 
there, because thafs not - you know, lefs not have it happen again. Senaw Sarbanes was not 
given a chance, was not here in the sequence to give an opening statemenf and has asked to 
do so and Fm going to acknowledge th at as I d o with everyone. And then after he*s done 
that, well start his time dock on quedions.* Senator SaiEBes.' 


SEN. PAUL SARBANES (D-MD): Mr. Chairman, III be brief. I don't want to impose on my 
colleagues, but I can't forego the opportunity with Chairman Greenspan here before us not to 
talk about interest rates just briefly, since I think they're so essentially involved widi where 
the economy m^ be going. And I just want to - 1 want to make a statement about that 
Fve met with the chairman from time to time, both privately and of course in public sessions, 
and Fve raised with him the concm tfiat'a kike in ^rt-tdm rates would raise long-term 
rates. The chairman's position has been, as I understand it, that when short-term rates go up 
long-term rates would initially rise but diat within a few weeks or so di^ would settle back 
down to a level near where they had been vJhen short-term rates were raised. We then 
contacted the Fed for the analysis that in effect was the underpiiming for this statement 
We've had difficulty getting that analysis, but ifs finally been forthcoming. And as the Fed 
says, and I quote, the Fed staff, "As you have noted, short- and long-term rates do tend to 
move together." They then go on to make a rather subtle argument that to the extent that the 
Fed is ahead of the curve die response of long-term rates is less dian when die Fed is moving 
too litde too late, in responding to a build-up of infladonaiy pressure. So in a sense, thqr're 
shifting, as I understand it, the posidon that was asserted to me by the chairman. 

On the morning of February 4th when the Federal Open Market Committee raised the Fed 
fund rates from 3 to 3-1/4 percent, the 30- year bond rate stood at 6J0 percent - 6.30. Since 
that time, long- term rates have risen steadily. As of the dose of business yesterday, the 
30-year bond rate was 6.6S percent Thus, since Fed funds were raised, long-term rates have 
risen by 35 basis points; in other words, more than the 25-basis-point increase in short-term 
rates. Now last summer at a hearing with Henry Kauffman (sp) and Paul Samuelson (spX 
copies of which testimony were sent to the Fed and with a request that it be distribute to 
members of the Open Market Committee — Henry Kauffinan (sp) argued that raising 
diort-term rates could lead to hi^ier long-term rates; in other words; the contrary of this 
position that was asserted that if you take up short-term rates, you can bring down long-term 
rates. And I quote Kauffman (sp). 1 also take issue with the assertion that a small increase 
in tiie Fed ftmd rate this summer would be wdeome by the finandd markets and would 
accordingly lead to a dedine in bond yidds. Perhaps. But equally likely is that the bond 
market would interpret sudi a rise in Ae federd fii^ rate m die first of a number of ftiture 
increases, and market participants might easily react by pushing bond yidds higher. Under 
that scenario, die rise in die federd funds rate could magnify inflationary expectations; 
precipitating a sdl-off of bondsw* 

Now just todity, Hobart Rowen, one of our nation'^ most perceptive economic commentators, 
has an artide in the Washington Post headed, "The Fed Meddlea,* and I just want to quote 
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from it briefly. "As it ht$ mtny times in the past, the Federal Reserve Board is taking the 
country down the wrong road by raising interest rates. It has violated the dictum, If it ain*t 
broke, don't fix it,' and as a consequence, the smooth recovery from recession that has cheered 
business and consumers over the past year is being threatened. "Fed Chairman Alan 
Greenspan told the Joint Economic Committee in widely analyzed testimony January 31 that 
the central bank, which had allowed interest rates to fall to record lows, would not change 
policy to slow economic growth. But four days later, on Fd>ru^ 4th, Ae Fed raised 
short-term interest rates by one^uaheT of a point iii V quole*, 'preemptive strike,* unquote, 
against future inflation. To make sure there was no doubt in the markets that the Fed had 
decided to interrupt the easy money pattern, Greenspan publicly announced the move. 

"In new testimony this week, Greenspan failed to justify die Fed's action. He admitted that 
there was no discernible inflation, that wages are not moving up, that tiiere is virtually no fear 
the economy is growing fast enough to make overheating a danger." 

Now, the whole problem here ~ and tbis is to close this statement, and then I have just a 
couple of questions to put to Mr. Altman. I wont take anywhere near my question time 
because I - is all - it's all encapsulated in this - in this cartoon, which ^ows this truck 
moving down the road. It says "Economy*. And die economy has been moving down the 
road, and we all want to see that The driver here has got his hands up to his head in horror. 
He's slamming on the brakes. As you can see, "Brake. Screech," bringing this truck labeled 
"The Economy" to a halt And the reason he's doing it is because out here in die middle of 
the street is a man labelled "Greenspan”. (Laughter.) And he's bending over here. He's out in 
the middle of the road out in front of the truck, obviously forcing it to come to a screeching 
halt He's bending over to pick up these papers here that si^ "Interest Rates.” And he's 
saying, "Lefs see, well just pick Aese 19 .” 

Now- 

MR. GREENSPAN: You know, senator,^ pulled a muscle in my back and I now just realize 
how I did it (Laughter.) 

SEN. SARBANES: Well, Fm glad we found the explanation for it, Mr. Chairman. SEN. 

KERRY: You know, Mr. Chairman, if you say something really interesting now about interest 
rates you could functionally terminate ibis hearing and relieve us all. (Lau^iter.) 

SEN. SARBANES: Mr. Chairman, I know thafs not the focus of todays hearings, but I diink 
this matter is of such importance. The Fed, of course, is urging die Congress to stay die 
course on fiscal policy. I happen to agree with that I diink we ought to stay within die 
constraints of‘the agreement diat was reached last year, and I expect that we will. But by die 
same token, ifs my own view diat the Fed should have stayed the course on monetaiy policy, 
certainly until we had greater assurances that real growth was taking place in some lasting 
and permanent vny and some evidence that one can look to that indicates that we're 
beginning to get some kind of inflationaiy problem. Now, Mr. Altman, I just want to put a 
couple of questions to you. Earlier you were questioned by one of my colleagues on the odier 
side who went through a list of - (laughs) ~ sort of "Have you stop^ beating your wife" 
type questions, I thought And so let me tiy to turn it around and get - 1 want to be sure. 
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Do 1 understand that die cases to which di^'re making such reference were handled in the 
same wgjr that all other cases were handled - in other words, according to regular 
procedure 

MR. ALTMAN: Senator, the instructions that I gave were that all procedures, normal 
procedures diould be followed in this matter without any deviation. SEN. SARBANES: And 
to your knowledge, thafs - 1 m ean, to the best of your knowledge that's the case, b that 
correct? 

MR. ALTMAN: Yes. 


SEN. SARBANES: Mr. - 


MR. ALTMAN: Of course, Fm commenting as to the handling of the case under my 
responsibility. Fm not maEmg a comment about matterilhin Fhave no knowledge of of three 
or four years ago. 

SEN. SARBANES: Oh, I understand that, but as I understood the questions that were put to 
you, it was with respect to your own responsibilities. I don't how you could be expected to 
assume the responsibilities of others, so to speak. Mr. Chairman, I just have one comment 
about the constant reference here to Madison and Whitewater and so fordi. And that b that, 
you know, an independent counsel has now been selected. I read the transcript of his press 
conference with the Attorney General when it was announced. Actually, u 1 understand it, or 
as he said, he defined die scope of the investigatioo. In fact, he s^s, Tm totally satisfied 
that I will have the independence and complete authority to do this right* 

And then the resolution by which his jurisdiction is defined, this is Robert Fiske now Fm 
talking about; "This resolution has been deliberately drafted broadly. It was drafted by me to 
give me the total authority to look into all appropriate matters relating to the events that bring 
us all here today.” And he then goes on to specity that 

Now, of course, I think Fiske is regarded highly, b fact. Senator D'Amato called him ”a man 
of unflinching and uncompromising integrity. He's the kind of person who will bring out the 
truth for the American people so there will be no question as to the thoroughness and 
objectivity of this investigation.” I dont differ with that evaluation, I say to my distinguished 
colleague fiom New York, from what I know about Mr. Fiske and what's been told to me 
about him. So I think that's an accurate evaluation of him. Now, the odier point I want to 
address is, he was asked in that conference, ”Do you diink diat a congressional hearing of any 
kind at this point mi^t hamper your investigation?* This was a question put to Fiske by a - 
at that press conference when he assumed his responsibilities. And this was his response, and 
I quote him — this is now Robert Fiske Fm quoting, the independent counsel: *I think the 
history of these situations is that it is difficult to conduct this kind of investigation at the 
same time a congressional investigation is going on. The decision whether to have sudi an 
investigation obviously is not mine, but I think just looking back at the past, we can all see 
that that is not an easy relationdiip.* End of quote. 

And I just wanted to put that on the record, because I think ifs very important to understand 
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that, you know, an indq>endent counsel now has been selected. The independent counsel has 
been given a grant of authority •• actually, according to his own testimony, he defined, in 
effect, the grant of authority. I haven't quoted it, but the attorney general is very clear here in 
her statements that he has a full scope to proceed as he deems necessary and to call upon any 
resources that he thinks are advisable. And it seems to me that, you know, we've put the 
matter where it ought to be put. 

Now, there was some delay in getHng 't6nQiatlK>int I understand that. But that's the point we 
are at now, and it seems to me that that is ought to be reassuring to the American people 
that this matter will be looked into thoroughly and comprehensively and that Mr. Fiske and 
his associates - and he's now in the process of putting together, I understand, a rather large 
and first-rate staff - will get to the bottom of this matter. And I think ifs very important that 
that be put on the record. 

I thank the chairman. 


SEN. REEGLE: Thank you, Senator Sarbanes. 

I made reference earlier - Fd just take one moment before calling on Senator Faircloth. I 
made reference earlier to the actual legal charter of independent Special Counsel Fiske which 
is published in the Federal Register on Friday, February 4th, and l^e read it And ifs really 
quite a — I just hold it up here, and well put it in the record so that it's there in the context of 
this discussion. But this is about as broad and as firm a legal mandate as anyone could have. 
And I notice here that under the Department of Justice the action to accord him that kind of 
operating latitude was in the.form of a final rule. So this locks«it in. I mean, this independent 
counsel, I think highly regarded across this board - from Senator D' Amato's comments to 
others that have been made by other people who know him well - has the authority to go 
anywhere he thinks it necessary to go. And I again make reference to that article todl^ in 
The Washington Post, because he's obviously setting up subsidiary investigative efforts, where 
he's putting together teams to go down each and every issue so that diere are no questions left 
at the end of his work. In any event, I urge my colleagues to take a look at this, because I 
think it is instructive. Senator Faircloth. 

SEN. LAUCH FAIRCLOTH (R-NC): Thank you, Mr. Chairman. And I want to thank you 
for the manner in which you've conducted the hearing. It hasn't been easy. I had one or two 
quick one-liners, and then I had some questions. (Laughter.) One of them is in sympathy with 
I^. Altman. I teught and sold many a piece of land in my life. I never bought one that 
somebody didn't tell me I paid way too much for it, and Fw never sold one diat somdx>dy 
didn't come immediately and tell me I should have gotten a lot more. But I survived. MR. 

ALTMAN: You probably did very well. 

SEN. FAIRCLOTH: Chairman Greenspan, I think ~ two things. If we get nothing else out of 
all of this conversation, I believe it will demonstrate to the American people, and mi^be to 
the Congress as a whole, that we need to keep the Federal Reserve, the Comptroller of the 
Currency, the Office of Thrift Supervision and the FDIC as separate entities, and ifs well 
spent money to have them separate by the taxpayers' money to keep it as it is and not be 
consolidating^it into a politick position. I hope diafs it As Senator Sarbanes mentioned on 
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your increafe in interest rates and inflation, I have ohserved over the years that inflation is 
somewhat like Aliheinier*s disease; youVe had it three or four years before you And out you 
really have it And inflation moves before we — it goes underfund a long time. So 1 think 
you're absolutely right in increasing rates in anticipation of what might happen. I have found 
that inflation - a recessioo will scare you - in business, a recession will scare you to death, 
but inflation will kill you. And I have a question for Mr. Hove. 

Mr. Hove, ifs my understanding %ia’We6EBrHubbd( in his current position as associate 
attorney general, and in his words, "chief operating officer” at the Justice Department, hu 
formally recused himself from matters regarding Madison Guaranty. Would you agree with 
me that it would be improper for Mr. Hubbell to seek to involve himself in die FDIC 
investigation bqrond wlmt he was asked by the Legal Division? 

And if you will - since that light is looking at me - Fd like yes or no answers, if you would. 

MR. HOVE: I think the issue of Mr.llubbdilecunhg hm an issue that Mr. Hubbell 
has to deal with. 

SEN. FAIRCLOTH: Fine. Have you had any communication with Webster Hubbell 
concerning the Legal Division's report? 

MR. HOVE: I have not 

SEN. FAIRCLOTH: Are you aware of any communication between Webster Hubbell and an 
FDIC official in the general counsel's office regarding Mr. Hubbeil's role in the Legal 
Division's then-pending investigation and report? MR. HOVE: Yes, sir. Legal Division has 
had conversations with Mr. Hubbell. SEN. FAIRCLOTH: Are you aware of any 
communication between an official in the general counsel's office in Washington and the 
FDIC official in the Kansas City, Missouri Add office regarding Webster Hubbeil's role in die 
then-pending investigation and rqport? . 

MR. HOVE: No, rtn not aware of that 

SEN. FAIRCLOTH: Would you be willing to let the general counseTs office release their 
telephone records fiir the week of January die 24th through January the 31st? 

MR. HOVE: Senator, wdre willing to release any non-confidential information that would be 
generally available to the public. As you might know, maity of these things would be privacy 
concerns and we would be concen^ about releasing those without redacting some. 

SEN. FAIRCLOTH: So you would not release diem? 

MR. HOVE: No, sir, we will release them, we will release aity non-confidendal - 
SEN. FAIRCLOIH: AU right, thafs - who decides whether if a confidential or not? 

MR. HOVE: Well, does it include - does it deal widi privaqf of the individual. SEN. 
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FAIRCLOTH: Well yes it does, but we need - yeah, sure it does. That's what we want them 
for. (Laughter.) Will you? 

MR. HOVE: We'll release anything that is publicly available, yes, sir. SEN. FAIRCLOTH: 
Well, ifs not publicly available or we wouldn't be asking for it to be released. If it were in 
the want ad section. I'd have gone there to get it. 

MR. HOVE: Yeah, we have log of everyone that we've cohtacUMi, eveiyone we've talked to 
on the phone, and we'll release that 

SEN. FAIRCLOTH: All right Oki^, that's what we need. 

I see in the Wall Street Journal and the Chicago Tribune, and it's generally out, that you 
found no conflict of interest between Ms. Clinton and her work in die Dan Lassiter (sp) and 
First American Savings and Loan, that you find her completely innocent 


MR. HOVE: Senator, let me talk about that issue because that was not an FDIC issue, and 
that was not an investigation or a review that the FDIC has done. That was an issue that 
happened before FDIC ever became involved. That was an issue between the old FSLIC — 
the old Federal Savings and Loan Insurance Corporation and the failed savings and loan. First 
American in Illinois. They had filed the suit against Lassiter (sp). Th^ had settled that suit 
before FDIC ever became involved in that It was an issue that had happened wi^ before 
FDIC ever became involved in it 
We have not reviewed that We have looked at — 

SEN. FAIRCLOTH: May I ask one quick question? 

MR. HOVE: Yes. 

SEN. FAIRCLOTH: Who settled it? Ms. Clinton and Foster? Is that ^ it was settled - you 
say it was settled. It was settled by Ms. Clinton and Foster. MR HOVE: Fm not sure diat it 
was settled by Mrs. Clinton. Mrs. Clinton's involvement was to sign an amended complaint 
for Mr. Foster that amended the complaint from the savings and loan against Lassiter (sp). 
That was her only involvement in that case. 

SEN. FAIRCLOTH: All right, go ahead. Fm sorry, I interrupted you. MR HOVE: That case 
was settled over six years ago by the conservator. The conservator for that savings and loan 
had hired a law firm in Chicago. The law firm in Chicago subcontracted the Rose law firm 
to work on diis.case for them as the conservator. The lawsuit was settled before we ever got 
it, and normally these facts would not trigger an investigation for us, but because of the 
increasing public interest and if you choose, we will conduct an IG investigation to 

determine that - but again, the records are scattered all over because ifs the old FSLIC 
records and they were not compiled in any one location. So ifs a very difficult issue. It — 
there's no single repository of Aese records. And we'd be willing to assist your staff in 
locating any of these records that may be available and to make some determination as to 
vAitA the involvement was. 
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SEN. FAIRCLOTH: So this clearing of Ms. Clinton in any involvement with the American 
Savings and Loan and Dan Lassiter (sp) was done the FDIC. it was done by the - 

MR. HOVE: We have not cleared it The only contact weVe had on die First American 
Savings and Loan and the Lassiter (sp) case was a press contact that came as a result of an 
article that appeared first in the Chicago Tribune, and we responded to that siting exacdy 
what Fve told you, that this w as not an FDIC issue, that it was in fact a FSUC issue that 
occurred before FDIC ever becme "inwlved'in any FSUC issue. 

The issue was setded, the setdement was made before FDIC ever became involved in this 
issue. 

SEN. FAIRCLOTH: All right, so — but die — would the statute run on it, could it be opened 
by the special counsel? 

-MR. : I haven't any idea. That's a*qu^*ori I guess I'd liivelolsk my attorney. 

SEN. FAIRCLOTH: Ask him. 

MR. : (Confers.) I don't know. 

MR. : I have no idea eidier. 

MR. : We dont have enough records at this stage to know - SEN. FAIRCLOTH: Thank 
you. 

SEN. RIE(H£: Although Fll repeat again, and youll read.it from this Federal Registry (sic): 
The independent special oounsd has two authorities. One authority is for criminal 
prosecutions. The other authority is to proceed with civil actions.* 

Now, the civil authority doesn't relieve any other regulatory body of whatever civil action 
they might appropriately take. But the point is, the special counsel has the specific grant of 
authority to proc^ down both tracks. And ifs laid out four different times in this charter of 
reqionsibiiity, and ifs a very important pomt 

SEN. D' AMATO: Will the chairman yield? Just on that point, because to be quite candid 
widi you, until die chairman read the grant of authority, I was given to believe diat the 
special counsel would confine himself to the criminal side. Fm not suggesting to you that the 
grant may not give him broader powers. I would diink it would behoove us, and Fm not 
attempting to get the exact language determined now, but if we could not, send a letter fiom 
this committee and ascertain, indeed, will he undertake the review of various dvil matleri; 
such as the one brought up as it relates to this last matter diat Senator Faircloth brought up, 
and there are some others. I think that would at least set the record straight and we might 
want to put that to him and, again, have our counsel work together to put fordi the 
appropriate question. But I think we should determine, indeed, is that the case. 

Secondly, I make a quick point, and I beg the indulgence of my colleagues, by stating; I think 
that if you notice, at least where I have been attempting to take this, and 1 think some of nqr 
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colleagues, we*re attempting to ascertain what if anything did the RTC, did the FDIC, do in 
connection with these matters. That is not at variance with the charge of the special counsel. 
We are not, in attempting to find out what was done and what wasn't done, in any way 
disturbing his investigation. I think we have an absolute right to know what was done. We 
have an absolute right to know the appropriateness of the action, so - 

SEN. BOXER: Can I have a po int of proc^ure? ^^s e time are we on? I just was - I've 
lost track. 

SEN. D'AMATO: Well, Fm going to do it one way or the other. 

SEN. BOXER: Well, I don't have any objection to your doing it Fm just confused. Is this 
Mr. Faircloth's time that you're on? Or is this added time, so we can all get added time? 

SEN. D'AMATO: I asked the chairman'if he woiildlhdulge me so I could - 

SEN. RIEGLE: He asked the indulgence of die chair and Fm going to let him finish his point 

SEN. BOXER: Okay, fine. 

: j . 

SEN. RIEGLE: And then we'll move to the next person here. 

SEN. BOXER: I was just checking. 

SEN. D'AMATO: So, again, diis is not an attempt to do anything odier than to see what has 
been done to date by those y^ous agencies that have the collective and the individual 
responsibility to deal with diese matters. That's one. And secondly, it would seem to me that 
it might clarify the issue - certainly I was led to believe, and maybe incorrecdy so, that the 
q;>ecial counsel was not going to look into civil matters. I think it's important for us to 
ascertain that 

And so I put that to the chairman that possibly we review that matter. Fm not looking for an 
answer at this time ~ 

SEN. RIEGLE: Well, Fm going to just ~ Fm going to take a minute and just read it into the 
recordbecauseIdontwantitto.be- 

SEN. D'AMATO: No - 

SEN. RIEGLE: I know, but ifs important, and the words are on paper, and this is the official 
charter. And Fm going to read from page 5221 of the Federal Registry of February the 4th of 
this year, and Fm going to just read three or four different lines here that appear in different 
places, and here's the first one: "The attorney general has appointed this independent counsel 
to investigate whether any individuals or entities have committed a violation of any federal 
law or civil law." And then it goes on in that vein. And then over on the next page it says 
again ”... have committed a violation of any federal criminal or civil law relating to ...” And 
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then again it siQra ”... any violation of any federal law or civil law.” And it says it one more 
time further on down the line here. 

So ifs clear - my inteipretation of this is that this does not relieve any regulatory body of 
any proper actionable efforts that it should properly undertake and determine to undertidce, but 
it says Aat the special counsel clearly has the authority to move down both tracks if in his 
judgment he should find that that is warranted. And ifs a very important fact 

SEN. DOMENICI: KCr. Chairman - 

SEN. RIE(K£: Senator Domenici, let me just si^ the time — we're at the point now where 
eidier you or Senator Gramm will get to ask questions, and you - you're ^th here, and I 
dont know if either of you have a — one will follow the other, but will eidier of you have a 
time problem as to who go es firs t? 

SEN. DOMENICI: Well, I just wanted to ask you with — on that question on your charter 
interpretation there, or reading - 

SEN. RIEGLE: Ifs not an interpretation, ifs what ~ ifs the final rule that was laid down on 
the — 

SEN. DOMENICI: Well, what is - what is the special prosecutor supposed to do if he finds 
civil law violations? 

SEN. RBBCHJB: He has the full legal empowerment to take whatever actions he deems 
necessary — and all the investigative and prosecutorial authority ;to do so. I mean, this is an 
absolute charter. 

SEN. DOMENICI: Well — well — thank you very much for diat 
SEN. RIEGLE: You can take a look at it 

SEN. DOMENICI: Senator Gramm, I have a litde bit of time, aidiough Fm late for some 
events. But if you want to go. Ill let you go and 111 follow. It - Will there be another one 
from the other side that has not inquired yet? i 

SEN. RIEGLE: No. You are the last two that have a chance to question, so - 

SEN. DOMENICI: Well, go ahead. Could you keep it brief, senator? Short? 

SEN. RIEGLE: — and dien well go back and forth, senator. SEN. : No. 

SEN. DOMENIQ: No? (Laughter.) 

SEN. RIEGLE: Senator Gramm. 
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SEN. PHIL GRAMM (R-TX): You want to go ahead? 

SEN. DOMENICI: No. you go. You got the time clock right there. 

SEN. GRAMM: Let me begin. Fve just got a simple question that I want to ask of most of 
the members of the panel, and let me just read it. Mr. Altman. I want to ask you first Have 
you or any member of your staff had any communication with the president, the first lady, or 
any of their representatives. includihg%eiinregarMunM or'any member of their White House 
staff, concerning Whitewater or the Madison Savings and Loan? 

MR. ALTMAN: Fve had one substantive contact with White House staff, and I want to tell 
you about it 

SEN. GRAMM: Okay, let me. if I m^. just - givw that "y«s" Fd like to know what the 
substance of the communication wa^ wheri iToccurr^'^o'inlfiat^ it and what you were 
asked to do. 

MR. ALTMAN: Right First of all, I initiated it About three weeks ago, Jean Hanson, who 
is Treasury's general counsel, and I requested a meeting with Mr. Nussbaum - he's the White 
House counsel. 

The purpose of that meeting was to describe the procedural reasons for the then impending 
February 28th deadline as far as the then statute of limitations was concerned. Fm sure you 
know that that statute of limitations has subsequently been retroactively reinstated for certain 
types of civil claims. And we explained the process which the RTC would follow in reaching 
a decision before that February 8th deadline, that it would be exactly identical to procedures 
used in any other cases, any other PLS case, and that the RTC fundamentally would come to 
a conclusion as to whether or not there existed the basis for. a claim or whether there didn't 
And in the event that the basis for a claim existed, then it would pursue either a tolling 
agreement, which is the equivalent of a voluntary extension of the statute of limitations from 
the parties at interest, or it would file diat claim in court That was die whole conversation. I 
was asked one question. That was question was whether we intended to provide the same 
briefing to attoro^s for the parties at interest I said I assumed so, went back - (inaudible) 

— and checked with the RTC general counsel. The answer was in due course. I said fine. 
That was it I have not had any contact with the president of the United States or the first 
lady on any matter like this. 

SEN. GRAMM: If I mi^, let me pose ,the same question to Mr. Hove. Have you or any 
member of your staff had any communication - 

SEN. RIEGLE: Mr. Hove, let me just - I don't know if you know. This question's being 
addressed to you. 

SEN. GRAMM: Have you or any member of your staff had any communication with the 
president, with the first lady, wi^ dieir representatives, including legal counsel, with members 
of dieir White House staff concerning Whitewater or Madison Savings and Loan? 


1123 


X001020 


MR. HOVE: Our director of thu Office of Commimications at the FDIC had received a call 
ftom a presf penon at tho White Home after the second article appeared Hie Chicago 
Tribune regarding the Pint American iffue. Ihpp asked, did we have any statement? And 
the response given to the White House was, no, we did not have any stateniient 

SEN. GRAMM: So they were asking you to respond to the press statement? MR HOVE: It 
was Mrs. Clinton's attorney. 


SEN. GRAMM: Mrs. Clinton's attorney ~ 

MR HOVE: Itn sorry. It was Mrs. Clinton's attorney - 
SEN. GRAMM: called you? 

MR HOVE: It was MrsTCfintoh's iSbm^ diafcilTed Ihe FDlCTHfice of Communication. 

SEN. GRAMM: So Mrs. Clinton's attorney called the FDIC and asked you to respond to a 
press - 


MR HOVE: No, no, thafs nqt what he said. 

SEN. GRAMM: Well, Pm asking the question. 

MR HOVE: Yeah. No, but tto - but - 

SEN. GRAMM: Fm not trying to speak for you. 

What did Mrs. Clinton's attorney a^ you to do? 

MR HOVE: Thqr asked did we have any statement, and we responded, no, we did not have 
a statement 

SEN. (AAMM: Would it be normal that someone's - did diis attorney work for die federal 
government? 

MR HOVE: No. This was Mrs. Clinton's attorney. 

SEN. GRAMM: When did this call occur; do you know? 

MR HOVE: Ate the seoond.ardcle appm^ in the Chicago Tribune, and I cant tell you the 
date of that Ifa been In the last, what, two weeks or so? I don't know. 

SEN. GRAMM: And you were asked if you had a response that you were going to put out on 
it; you said no. 

MR HOVE: Thafs correct. We reqiondad to the first statement, the first article that appeared 
in the Chicago Tribune^ pointed^ out the errors of that artidei that it was not an FDIC matter. 
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exictly the same thing that I responded to Senator Faircloth. 

SEN. GRAMM: And to the best of your knowledge, youVe had no other communication, you 
and your staff have had no other communication with all the people that ~ 

MR HOVE: Thafs correct 

SEN. GRAMM: Let me pose the same que^on to Mr. Fiechter iuid to Ms. Ford. 

MR FIECHTER: To the best of my knowledge, I know I have and OTS staff has had no 
communication whatsoever with anyone from the White House about this or that list that you 
included in your question. 

MS. FORD: No, the Oversight Board nor I have had any involvement in this matter. 


SEN. GRAMM: Let me raise a second question, and ifs a thing that Fve tried to understand 
in looking at where we are and what we need to do to get on with finishing this matter. Part 
of the problem that we have had in the past with regard to congressional hearings and 
congressional involvement really has involved two things. One has been the granting of 
immunity by congressional panels for people who would testify. The other is that under the 
Constitution, the testimony of a member of Congress is a privileged matter that is given 
special treatment. In this case Fm not aware that anyone in holding a congressional hearing 
or looking into this matter would be talking about — I don't know of a committee that would 
be empowered to grant immunity. No such resolution has passed die Congress. We're not 
talking about a member of Congress, where there's qiecial constitutional provisions. Fd like to 
just pose the question: What would be wrong with letting members of this committee diat 
have oversight responsibility look at . the records in this case or any odier case where we have 
oversight responsibilities? Mr. Hove, let me pose that to you and Mr. Altman, and then I see 
my time is up and I'll stop. ^ . 

MR HOVE: Our position is that we will make access available, and we have, to 
Congressman Lea^, to all information that is, again, non-confidential documents. 

SEN. GRAMM: How would you define what is confidential? 

MR HOVE: Again, those that would - (pause) — those diat would involve privacy 
information that would be non-germane to this issue. 

SEN. GRAMM:* And you would make tha| judgment? 

MR HOVE: Yes. 

SEN. GRAMM: Mr. Altman? . j! 

MR ALTMAN: First of all. Senator, we have already provided volumes of documents to the 
Congress. Senator D' Amato referred at die very beginning to documents he received last 
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evwing, and I would have liked him to receive them earlier, but we only got the request last 
Friday. 

But in terms of Congressman Leach, who has also received those documents, he has had them 
for some time - if my memory serves, 6,S00 pages - the RTC has been asked not to make 
information about criminal referrals in the Madison matter public, and if s standard practice 
not to release information of th at kind or any other which mi^t compromise a criminal 
investigation. And of course, we^re cooperating widi the indej^dent counsel to try to assure 
that we dont release any information which would jeopardize his investigation. And as I said 
earlier, 1 would think you would not want us to do that in order that that investigation diould 
proceed as it should. 

SEN. GRAMM; Mr. Chairman, if I could have your indulgence, Fve got here a text of a 
newspaper article in Phoenix that contradicli something that Mr. Hove said, and Fm sure he 
doesn't want to let it stand. iV^gori rmporisr^ appirend^ aftw~Bie second article, where the 
agency - the FDIC did in fact make a statement It says the agency said Mrs. Clinton's 
involvement in the case was not extensive enough to constitute a conflict of interest under 
rules governing federal regulation of savings and loans. Fve got this if you would like to see 
it 

MR. HOVE: Was that after the second - we made a conunent - we made a public comment 
after the first article appeared - 

SEN. GRAMM: This is 2/16/94. 

MR. HOVE: Okqr, and I don't know when those articles appeared. SEN. RIECBLE: Why dont 
you take a look at it, and lef s go to Senator Domenid and then — 

SEN. CHkAMM: (Aside ) - When did the other one occur, whafs the date on die odier one? 

MR. HOVE: Senator, we commented after the first ardde appeared to correct ai^ 
inaccurades that was in the report The involvement that Ma Clinton had in that case was; 
again, as I mentioned to Sena^ Fairdoth, that she signed an amended complaint for her 
partner, Vince Foster, who was the attorney who was involved in the case. That involved two 
hours that was billed on Mrs. Clinton’s part on that case in whidi die dgned the amended 
complaint As for as we can determine ftom the records we have^ dial was the involvement 
that she had had, and thafs sdiat we released at the tune. 

SEN. <%AMM:'WeU, if you would take a look at this and just let us know in writing if this 
was the second one, how the responsrwas made,'who made it, why they made it, ifd be fine. 
Thank you, Mr. Chairman. . 

SEN. RIEGLB: Senator Domenici. 


SEN. PETE V. DOMENICI (R-NM): Mr. Altman, Stanley Tate (sp) was nominated by 
Preddent Clinton to head the RTC, and whUe preparing for that c^rmadon he was at the 
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RTC in a consulting capacity. That's all true, isn't it? 

MR. ALTMAN: Yes, sir. 

SEN. DOMENICI: When he withdrew his nomination, he attempted to release to the public 
materials he had prepared containing the RTC operations. Are you and the board familiar 
with the document that I refer to? 

MR. ALTMAN: Generally, sir, yes. 

SEN. DOMENICI: Why did the oversight board prevent Mr. Tate (sp) from releasing that 
document? 

MR. ALTMAN: Well, first of all, i t was relea sed. 

SEN. DOMENICI: Well, you released it — when he left it was not released and you claimed 
it should not be released. But then eventually you provided the document to Senator 
D* Amato, I believe, or my office, but that was December 23rd, 1993. Why was it not 
released when he wanted to release it? 

MR. ALTMAN: Well, senator, my recollection is that it was released rather promptly. Mi^be 
not the day after he submitted it, but as a federal employee — consultant, the materials 
properly would be — were reviewed by his superiors before being released. But I think the 
point is th^ were released in short order. 

SEN. DOMENICI: Well, did the RTC or die oversight board alter, edit, or sanitize this 
document before releasing it? And let me say if not, why did Dietra Ford, oversight board 
executive director, send a memo - and I have diat - dated November 30th to you about these 
materials which included the following sentence: Tm forwarding the enclosed so that you can 
see the original materials and fully understand die disaster we narrowly avoided.” Those last 
- that last sentence is a quote. What was the disaster that Mrs. Ford was referring to? Was 
this a reference to Madison? If it wasn't, fine. If it was, I diink maybe we ought to know 
about it 

MR. ALTMAN: Senator, you should ask Mrs. Ford that question. 

SEN. KERRY (?): You mi^ not like the answer, but — 

SEN. DOMENICI: Well, I just got this letter, and it deserves an answer. If ifs not what I 
want, that's fine. Thafs what we're here for. 

MS. FORD: We received the 200-page document the morning of his press conference, and we 
had only a quick time to take a look at it at the Oversight Board. The deputy general counsel 
of the Oversight Board and I advised — 

SEN. : Pull the microphone up. 
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MS. FORD: We advised Mr. Tate that the material should be reviewed by the Oversight 
Board staff, myself, as well as the interim CEO, Mr. Altman, before th^ are released to the 
public and that he was a federal - special federal government employment and, therefore, he 
was subject to the rules that apply in terms of ethics, the Office of Government Ethics, that 
applied to the release of documents which he obtained during his tenure as a federal 
government employee. 

SEN. DOMENICI: Well, wha^'~^aTyduFl^r si^s. 

MS. FORD: Thafs right 

SEN. DOMENICI: But what was the "disaster that we narrowly avoided”? 

MS. FORD: It was my int erpretatio n that, to releas^ose docwents before anyone in the 
Oversight Board staff, the attorneys Involved, or - who~advise lis^ have a chance to look at 
them, was inappropriate. And that's my choice of words - "disaster." I think ifs 
inappropriate to release documents before we know what diey contain. 

SEN. DOMENICI: I thank you. 

Let me quickly move to a couple of other ones if I might Mr. Altman, I think you told 
Senator Bond that you would not make available any documents. that, quote, "would have a 
negative impact on the legislation,” dosed quote. 

MR. ALTMAN: No, I dont diink so. 

SEN. DOMENICI: No? 

MR. ALTMAN: I said - 1 think I said that we would tiy not to release any documents that 
would have a prejudicial effect on the investigation. 

• K • 

SEN. DOMENICI: Well, this committee held hearings on the failure of the Bank of New 
England in the context of an unsuccessful confirmation hearing on Bob Clarke. This 
committee explored in detail transactions rdated to diat bank. Voluminous documents were 
made available. Mi^be this is distinguishable, but it seems to me diat the same question 
could be asked here. Why can't you release all of these documents for this kind of hearing? 

MR. ALTMAN:. Senator, we have had - or I am advised we have had a couple of 
conversations widi Mr. Fiske, the independent counsel. He has asked us not to release any 
documents diat could jeopardim his investigation. I dont know why you would want us to 
do that, to jeopardize his investigation. We certainly dont want to. 

SEN. DOMENICI: I dont want you to. 

MR. ALTMAN: And we're respecting his request 
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SEN. DOMENICI: But if the special prosecutor has no objection to the committee being 
provided copies of documents, can the committee then count on the RTC's full cooperation in 
providing them. 

MR. ALTMAN: You should direct that question to Mr. Fiske. 

SEN. DOMENICI: No? If he has no objection, then can^e count on you to release them? 
MR. ALTMAN: I think the answer is yes. 

SEN. DOMENICI: Does the RTC have an inspector general? 

MR. ALTMAN: Yes, sir. 

SEN. DOMENICI: Has thrin^^tofgenerallhv^^ die'Mn!lict-^f-interest allegations 
regarding the Rose firm? 

MR. ALTMAN: I dont know the answer to that 

Tm nearly certain it's no because, as you know, it wasn't the RTC that ever had any retainer 
relationship or other relationship with the Rose firm.: . 

SEN. DOMENICI: But you're kind of the natural successor to what went on there, and I 
believe - I think when you took over you began some investigation of that Well show you 
that in a minute. But my question is, if the FDIC agreed to have its IG look into Madison, 
would there be any reason why you wouldn't? 

MR. ALTMAN: I have no objection to the IGs looking into any matter diat he sees fit to 
look into or that he's requested on an official basis to look into. That's what he's there for. 

SEN. RDBGLE: Senator Domenici, I dont want to be arbitrary, but I do want to try to sti^ on 
the time clock if I can as we go back and forth, and well continue until everybody's had a 
chance to cover everydiing they want to cover today. 

SEN. DOMENICI: Thank you very much, Mr. Chairman. 

SEN. RIEGLE: Chairman Greenspan, I want to come back to the interest rate situation 
because we had an opportunity to talk the day that the Fed took its first step, after that was 
taken, and Tm concerned about the question of what has happened since and just your own 
expectations of what might happen, what has happened. You've made further public 
comments in a hearing recently. Tm just wondering, as you watch market reactions to the 
tightening move that the Fed made, are you seeing essentially what you expected or have you 
seen something that — particularly in terms of the uptick on the long rates — something that 
mi^be you would not have expected? In other words, where are we now, and how do you 
read what seems to be taking pl^ as a reaction to die Fed's policy adjustment? 

MR. GREENSPAN: Mr. Chairman, as Senator Sarbanes indicated, my expectation was on die 
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basis of what has historically tended to be the case, that the type of increase that we've had 
would initially lead to some small increase in long-term rates followed by some edging off. 
Thafs basically been the history, odier things equal, and that's essentially what one endeavors 
to use so far as a forecast is concerned. 

What occurred in the interim was, as I indicated to the subcommittee of die House the other 
day, is that there was a growing concern that after the torrid pace of economic growth in the 
fou^ quarter, which is apparehdy in die*process of being r^sed up, that the possibility that 
we would not be moving to a much more moderate rate of growth was rising, and the first 
evidence that that was affecting market perceptions was when the Philadelphia Federal 
Reserve Bank released its monthly survey, wMch showed a significant increase in prices paid 
by manufacturers for the month - I suspect it's early F^ruary. The point at which that 
release was made, the long-term rates were very sli^dy above where they had been previous 
to the February 4th move. But what occurred following that was a general belief that the 
pace of economic activity rhaylum biitlo be somewhat stronger dum most of the people in 
the market had anticipate 

And to repeat what I said at die House Banking Subcommittee, that change in view in the 
market's perception led to a significant backing up of long-term rates, which is what typically 
happens when those types of expectations change. As I said then, my impression of how one 
should interpret diat ^iladelphia report is more an indication of a pick-up in economic 
activity because commodity prices tend to be reasonably good proxies for new orders and 
indeed I think thafs what essentially that particular report was showing. It is not a 
particularly good forecaster of inflation. And as I said at the House committee, we seem to 
be lacking the financial tinder diat usually is associated with inflation accelerating when you 
get a significant pick-up in .economic activity. . ; . < . i 

Fm agnostic at this stgge. I think ifs too soon to make a judgment, but we will learn a good 
deal more as the data begin to come forward. 

SEN. RIE(H£: Well, but as I listened carefully to what you were sitying, it seems to me 
when you say you dont see the inflationary tinder and that you're sort of an agnosdc» I mean, 
I gather you're saying you dont see, yet, a broad evidence of a build-up of inflationary 
pressure that really worries you. I mean, I - or is that not a - 1 mean, put it in your words, 
but Fm just - 

MR. GREENSPAN: No, that is ^ibstantially correct Look, the reason that we moved on 
February the 44. tnd the reason I said we may have to move again, rests on die issue of 
having deliberate put throu^ a significant degree of accommodation in the money markets 
after 1989 because we perceived diat there were special balance-sheet factors and other 
headwinds which required that we move the short-term interest, rates below where they 
normally would resi^. And when it became apparent that the adjustments that we thought 
would occur and in fact have been occurring in die balance sheets got to a point where the 
economy could start to regain its momentum and gain a degree of expansion which seemed to 
be well entrenched, at that point the need to have excessive accommodative ptdides no longer 
exists. The issue is not, do we see inflationary pressures emerging, BUT whirt is the reason 
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why we would want to keep the level of accommodation at a point where histoiy tells us, if 
extended indefinitely, eventually does engender inflationaiy pressures. So, ifs the issue - I 
would reverse die question, not do we see infladonaiy pressures, but what reason would we 
have, once the recovery seems well entrenched, as indMd I believe it is, would we wish to 
keep an excessively accommodative stance? That is not a statement which says we are 
setting inflationaxy pressures emerging; indeed, as I said in my prepared remarks to the House 
committee, when we actually see inflationary forces emerging in the way of price changes 
which are clearly evident, the one thihg'wVfe' sure at that point is we are very far advanced in 
the process, and history tells us that that type of policy which we engaged in much too often, 
is v^olly inappropriate to maintaining long-term economic stability. 

SEN. RIEGLE: Well, let me just say to you I find that a very important clarification and 
point that you've just made. And I think it puts this in a somewhat different light than some 
of the commentary, I think, has given to it because what I hear you saying is is that you've ~ 
you've had a monetary pdHi^ thifhiisliMn'over^ accommoda&ve in order to try to get sort 
of the engine going again and that you overcorrected in a sense - 

MR. GREENSPAN: Deliberately. 

SEN. RIEGLE: -- deliberately. And now that it has gotten the traction that it needs to have, 
as far as you can tell, you're taking back some of that overcorrection but not for reasons of 
the fact that you see this inflationary tinder building up here. 

MR. GREENSPAN: Precisely. And, in fact, Pve tried to make that point every time Fve 
stated this, and I somehow dont seem to get it across as well as I think I would like to. 

SEN. RIEGLE: Well, I think you got it across pretty well right now, and we've got a pretty 
good sized press table that I hope will have gotten it down even though ifs 20 to two, which 
is sort of a late hour for us to all be meeting here ~ (l^Shl^)- ^ut I thank you for that I 
think that's a very important distinction, and I think ifs important for the economic system 
and the markets to understand ^at you've just said. 

Senator D* Amato. 

SEN. D'AMATO: Thank you, Mr. Chairman. Mr. Chairman, I have to say to Mr. Altman 
that I would like to go back to a question that Senator Gramm brought up and — as it relates 
to any meetings with White House staff or counsel. Mr. Altman, I think you said that you and 
a — an official firom Treasury sought out Mr. Nussbaum. Is Aat — is that correct? 

MR. ALTMAN; Ves, I did. 

SEN. D'AMATO: Could you tell us why? In other words, 1 have difficulty understanding 
why it is you felt compelled to seek out the White House counsd. 

MR. ALTMAN: Solely to ensure — 

SEN. D'AMATO: Solely to - ? 
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MR. ALTMAN: Solely to be sure that he understood the legal and procedural firainework 
within which the RTC was working. And if you recall, as I said at that time, it was a 
Februaiy 28th date which was the subject of miyor attention in the Congress and in the press. 
Iff not uncommon of meetings of that type to take place. And Fd describe it as a "heads up” 
and a very stiff conversation. 

SEN. D* AMATO: A "heads up”. J^what^nnection would that heads up be? You mean that 
the statute of limitations was running? 

MR. ALTMAN: No, that th^ should be aware of die internal processes and the types of 
criteria which the RTC was going to be following in order to reach a decision by Februaiy 
28th. 

SEN. D* AMATO: Was any representatives of die president or Mrs. Clinton or any legal 
counsel — which I think 'would be appr6priid<r*^^~i^^i^ diT^unsel for the RTC, or 
people handling this particular - this particular matter? I mean, was diere any legal 
representation going on? Was this — you just called them? Did they have any 
representatives, any counsel who may have been meeting widi staff people or talking to staff 
people? 

MR. ALTMAN: I was accompanied by our general counsel, Treasuiy general counsel. Mr. 
Nussbaum had his assistant with him. And Mr. Ickes and Margaret Williams were both at the 
“ diere at die time. 

SEN. D*AMATO: Oh, Ickes is in it, huh? 

Let me ask you this: Prior to diis meeting, was there any rqiresentation - was there any 
counsel diat was being given representing die president's interest or Mrs. Clinton's interest or 
anyone else that you're aware of as it relates to die matter that you went to brief them on? 

MR. ALTMAN: No, not to my knowledge. Nor were there any substantive conversations - 
subsequent conversations. 

1 SEN. D'AMATO: Did anyone request this meeting? 

MR. ALTMAN: I requested die meeting. 

SEN. D'AMATO: Was there any other meeting diat mi^ have been requested? 

MR. ALTMAN: No. 

SEN. D'AMATO: There was no other meeting diat you are aware of diat the White House 
counsel requested? 

MR. ALTMAN: No. 

SEN. D'AMATO: Or anyone else from the White House? 
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MR. ALTMAN: No. 

SEN. D'AMATO: Mr. Ickes? 

MR. ALTMAN: I had no subsequent — I received no subsequent requests for meetings. 

SEN. D'AMATO: Well, what about private counsel? Did private counsel - I find it hard to 
believe that there was no private couhsef. Are you siting to me that there was not even 
private counsel that was meeting with staff lawyers at some level? 

MR. ALTMAN: Not to my knowledge. Senator. 

SEN. D'AMATO: Ms. Ford, do you know of any? 

MS. FORD: No, Fve had no mvolvement 

SEN. D'AMATO: Let me turn to the RTC report which was dated February Stii, which we 
received last evening about 9:00 — Resolution Trust Corporation — and say to you that, in 
reviewing this document, I think it goes a little further — does a little better job than die one 
that came out of FDIC. I found it interesting diat in its conclusion on page five and six, in 
its summary before it reaches its disposition, it says. A, Rose represent^ Madison prior to 
its failure; B - and I am not reading the whole sentence — Rose represented the FDIC/RTC 
subsequent to the failure of Madison; C, Rose did not disclose its representation of 
Madison before the Arkansas S^urities Department to the roiC or the RTC. Furdier, it did 
not report possible conflicts mvolving the brother-in-law and father-in- law of Webb Hubbell. 
And, by the way, Fm going to. Mr. Hove, read something to you that's quite illuminating. 
You b^er have your lawyers take a look at this. And when it gets all ^ne doing that, it 
siys, based on the factual concl^ons in the RTC conflicts report — it si^s we send it to 
counsel. 

Now, I have to tell you that I am going to ask - because you have no conclusion. It just 
says, "These are the facts; these are die facts, fellows. Now, you do with it what you want” 
and smds it to counsel — general counsel. Fm going to ask diat diis report and any other 
relevant material that was gathered by those who were working on it be submitted to die 
inspector general. And as you've indicated before, you certainly wouldn't sty, ”I dont see any 
— how that would impede anybody or anything.” But I certainly would feel more comfortable 
that it goes to the injector gener^ as opposed to the general counsd. And I think it would 
guarantee the integrity of die review, certainly in this senator's mind and I think in others. 

MR. ALTMAN: Fme. 

SEN. D'AMATO: I thank you very much. I see that my time has expired. I have another 
observation to make, and ni do that after - at the appropriate time. 

SEN. RIECHJB: Senator Kerry? 
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SEN. KERRY: Well, let me ask my colleague, is that going to be the last - I mean, or is 
there intention of colleagues to go a whole other round? 

SEN. D* AMATO: I think some colleagues have some other questions, and theyll raise them 
whenever - 

SEN. RIEGLE: I think maybe we]re going to have one more go- around here with those that 
are left who want to do so. And dim i probably done here. 

SEN. KERRY: It was my understanding that we were going to have another hearing here in 
10 minutes, which Fm also supposed to participate in. Fm just curious what the plans of the 
chairman are. If my time could not - Fm just - 

SEN. RIEGLE: They have a different room that they're meeting in - 

SEN. KERRY: All right So that's - 

SEN. RIEGLE: — so that we won't run into a room conflict But we are late in the di^, and 
the witnesses have been here a long time. So my intention would be to finish up a round here 
where everybody gets another turn at bat 

SEN. KERRY: Well, miybe I could ask another - just procedurally. I don't want to really 
use my time at this point But it seems to me that maybe we could ask if anybody has any 
more questions to a^ of die chairman of the Federal Reserve, because it seems not a great 
use of his time to sit here if all we're going to do is talk about another subject 

SEN. DOMENICI: I — is my turn imminent here? Or do I haye.a long wait? 

SEN. RBECH^E: Let me get my batting order here. 

SEN. DOMENICI: Because I don't want to keep him a long time, but I wanted to - 

SEN. RIECHE: Actually, you follow Senator Bond, who will come after Senator Kerry. Then 
well come back to Senator Boxer. So actually there are — 

SEN. : How long is your question? Mi^be they would let you get that — 

SEN. DOMENICI: I don't want - 1 don't have a question of Mr. Greenspan. I just want to 
state for the record that, frankly, I believe die actions you took over the last diree or four 
years have a great deal to do with the status of the American economy. I frankly believe you 
were subject to some undue criticism, but if we have a wlid recovery, I think it's very 
significandy related to the conduct of the Federal Reserve over the last 3-1/2, four years. 

I 

Maybe President Budi would. have liked it differendy, maybe Pick Darman would have, 
maybe it all could have happened earlier, but nonedieless, I think you're somewhat 
responsible, so I trust you at least on what you're doing now. 
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SEN. RIEGLE: That reminds me a little bit of watching some of that Olympic skating 
competition last night when diey throw the bouquets out on the ice. You just threw a nice 
one to the chairman. Senator Kerry? 

SEN. : You were critical of him. You wanted to loosen up even more. 

SEN. RIEGLE: Well, the other day I think my comments were comments that reflected some 
understanding as to what the cfiamnih's tiy^ do, and I think he's put additional light on 
that today. I don't think this chairman wants to strangle the economy. Fm speaking of 
Chairman Greenspan, and, you know, sometimes you can do that and not intend to. But I 
think he's trying to be as prudent as he can be. Senator Kerry? 

MR. GREENSPAN: Excuse me. Mr. Chairman, is that - (inaudible)? 

SEN. RIEGLE: Are you excu^? Can you tak<Tyour bouquet and go? (Laughter.) Yes, you 
can. Senator Kerry? 

SEN. BO^CER: You get a S.9 from me. 

SEN. RIEGLE: Senator Boxer, gave you a 5.9. (Laughter.) 

SEN. BOXER: You skate so well (on the ice ?). 

SEN. RIEGLE: Especially on the technical portion of the - (langhter) - of the program. 
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XXX program. 

SEN. : (Off mike.) 

SEN. RIEGLE: Senator Kerry? 

SEN. JOHN KERRY (D-MA)rMr.'ChaTiTOah, Fm not sure I have time to sti^ through the 
whole process here, so I mi^ review the bidding here a little bit But just spewing as a 
former prosecutor, one of my colleagues over here was sort of questioning the duality. I can 
tell you, as a person who has presented evidence to grand juries and who has spent some time 
putting cases together, that there is nothing worse than having dual tracks, witness confusion, 
various statements appearing in public, multiple copies of documents moving around. I would 
be very surprised if Spe cial Pro secutor Fiske decided to do it It certainly wouldn't be a 
judgment that I made to make thin^ piiblic'in die middle of ah mvestigation because it 
inevitably taints somebody's something and it creates a very hard process for pursuing a track. 
What astonishes me here a little bit — and I want to reiterate it - 1 mean, we've got $130 
billion problem here which taxpayers are piling for. They're alreadjy angry enough about us 
wasting their time and duplicitous process. And here we are, frankly, with very important 
people in front of us having q>ent a morning not really examining ii^ere that $150 billion 
went, not talking about it, but dealing instead with politics. And that's what this really comes 
down to, ifs politics. Ifs totally unnecessary. In the context of the gentlemen who has been 
made a special prosecutor, a Republican appointed by a Democrat - and let me just share 
widi colleagues again quickly something ^ut Mr. Fiske. This is an article fri>m the New 
York Times right after he was appointed: "Robert Fiske's reputation for integrity and 
thoroughness is so entrenched that if he finds no wrongdoing during his investigation of the 
Whitewater affair, his findings could put rumors about Bill and Hillary Clinton's business 
dealings to rest The choice is one that you simply cant argue widi,' said former Treasury 
Secretary Nicholas Brady, a close friend of former President George Burii and a college 
classmate of Mr. Fiske's more dian 40 years ago. 'He's one of those guys who has alwiys 
conducted himself with integrity.'" The article goes on to si^ that "Mr. Fiske, a 63-year-old 
Wall Street lawyer, earned his rq>utation by being an aggressive prosecutor. If the Clintons 
have somediing to hide, he could pose a formidable problem. If he lives up to his billing, at 
the very least his investigation will disrupt the lives of the first family." 

Now, if diafs not enough, if we don't have die patience to allow him to do his job and sit 
here and ask rdevant questions about $150 billion, we ought to ask what we're doing. I 
mean, this is why the taxpayers get so fed up because all we do is dig into politics. And 
there's a huge distinction between this case and prior cases because we are not looking at a 
current situation where the president is currendy making decisions about current money being 
spent or current policy. This is something that happened when he was governor — if 
ii^atever happened happened - and I suggest dial Ais prosecutor has the ability to get at it 
If he doesn't FU join with Senator D'Amato, 111 be one of the first people - 1 think I have a 
good reputation here on die basis of BCCI and Noriega 'and odier investigative efforts in 
pursuing tilings. But I think back to die time that I was trying to do that I didn't have any 
help from die odier side of die aisle. We did not get subpoena power. We did not have die 
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ability to have a full-fledged investigation in this committee on that And I sat here with Tim 
Wirth and we tried again and again to get an extension of the liability. We also tried to get a 
special prosecutor. Most of my colleagues making a lot of noise about this now opposed 
having a special prosecutor. So I just think fair is fair at some point in this business. We all 
understand the game and we all understand what happens. But it seems to me that to take a 
ISO billion dollar flasco and relegate it to a second tier for this 194 state-run - who was the 
primary regulator of this institution originally? MR. : The — originally it was the Federal 
Savings and Loan Insurance Corporation' and then later OTS. ' 

SEN. KERRY: So it came to the federal government secondarily. And, I might add, for two 
years this case was closed. It wasn't until six weeks before the election - and we ought to 
ask some questions about this - that suddenly, when Bill Clinton was the nominee for 
president of the United States, diat there was a criminal referral to the RTC, not until six 
weeks before the election. For two years while my friends controlled the elements of 
regulation, nobody was asking'die qu'estions tfi*at aieTbein^aske^^ today. 

So Fm not saying questions shouldn't be asked. I am saying we absolutely ought to get to the 
bottom of whatever took place. We ought to understand all these institutions because it's a 
Sony chapter in American politics. But that's going to happen, the 25 FBI agents and 
depositions and documents being made available, and the taxpayers of this country do not 
ne^ us jumping all over each other for political purposes, avoiding the real issues that they 
would like us to dig into. And I don't think mu^ more needs to be said beyond dial 

SEN. RIEGLE: Senator Bond? 

Mil 

MR. : Mr. Chairman, may I make a conecdon? 

SEN. RIECH^E: Yes. 

SEN. KERRY: I think Senator Kerry asked who was the primary regulator. The primary 
regulator was the state of Arkansas. 

SEN. KERRY: Well, that was what I was getting at The primary regulator was the state. 

MR. : Exacdy. And the primary federal regulator was FSLC and OTS. 

SEN. KERRY: Correct So die issue of federal nexus here in terms of decisionmaking is only 
by transfer, not by original jurisdiction. So what we're doing is secondary to the third tier. 

SEN. RIECHJB: Senator Bond? 

SEN. BOND: Mr. Chairman, for the benefit of my friend from Massachusetts, I am going to 
submit a chronology and some questions for the record to the RTC to answer. I recall it was 
Jerry Brown of California who flrst raised the question during the 1992 campaign, but we all 
will be able to benefit from these questions, which are along the lines that Senator Kerry 
raised. I also have a series of questions for the FDIC and for the RTC which follow up on 
these other questions, but in die time remaining I do want to pursue a couple of items. When 
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we last talked. Mr. Altman, you said that normal procedure would be for die RTC to seek out 
and acquire records wherever they were. Now, if the RTC under your direction were 
requesting records from the first lady at die White House, a rather high-profile event, would it 
not be customary for them to advise you that they were requesting records in the possession 
of die first lady? 

MR. ALTMAN: Senator, I don *t get involv^ in any substandve aspects of any PLS case, 
particularly - or including dcKumento thafdi^ may seek. So%e^ never brought that to 
my attention since Tve been in this job, and that goes ri^t throu^ today. 

SEN. BOND: So you wouldn't expect them to tell you. 

MR. ALTMAN: No, I wouldn't 

SEN. BOND: I find diat* remarkable.~ln a hdrmal criminal rdferraT case, the RTC creates and 
retains an inventory of pertinent documents used to make the case. As I understand it, at least 
one version of the inventory has been provided to some members of Congress. Could you 
furnish to this committee the latest, most up-to- date inventory and provide the hearing - for 
the hearing record along with the previous versions? Would you make that available? 

MR. ALTMAN: Last evening we supplied the - 6,500 pages of information to Senator 
D'Amato's office, as we had some time earlier to Congressman Leach. SEN. BOND: And is 
that the entire inventory? Are those all the documents? You give new challenge to Federal 
Express and Overnight Postal Service to get the delivery of such a substantial stack of 
documents at the particular time, a new standard for delivery in package express. 

MR. ALTMAN: Well, I have here a list of the documents. 

SEN. BOND: Is that the latest version? 

MR. ALTMAN: This is just a list of i^at the documents are. There's 6,500 in total pages. 
This is a list of the documents we provided. 

SEN. BOND: If you could make one available for the record, we would like to have that Fd 
appreciate it 

MR. ALTMAN: Be deUghted. 

SEN. BOND: N^ when did you become aware of the RTC recommendations tiiat fiirther 
criminal prosecution be taken against Madison? 

MR. ALTMAN: Last fall I was advised that tiie question of a referral to the Justice 
Dqiartment was under consideration at the RTC, and as otiier mmbeis of tiie RTC staff will 
attest, I said tiiat normal procedures, witii no deviation whatsoevw, should be pursued, 
induing chain of commiuid procedures, in terms of reaching that conclusion. 
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I might tell you thit typically decisions like that are made at the regional office level, and that 
it was in this case. 

SEN. BOND: Were you aware that the regional office had asked the national office to make a 
determination as to whether the Clintons' name should be in the new expanded referral? 

MR. ALTMAN: No. 


SEN. BOND: You did not know they were asking for the national office to make a 
determination on that? 

MR ALTMAN: No. I was simply informed that this issue was on the table, and my reaction 
was — I had only one conversation about it — diat normal procedure should be followed. 
That's the way we're going to handle this thing from beginning to end. 


SEN. BOND: How was the White House notified of the referral? Was it from your agency? 

MR ALTMAN: They were not notified by the RTC, to the best of my knowledge. 

SEN. BOND: Nobody in your agency, to your knowledge, advised the White House staff that 
this was going to be a miyor ~ diis could be a major source of concern? 

MR ALTMAN: Not to my knowledge. 

(Confers off mike.) 

Ms. Ford, do you know if the White House was notified by the RTC? 

MS. FORD: No, we have had no involvement at the Oversight Board whatsoever. 

SEN. BOND: When was the firm of Madison A Pillsbuiy put on retainer by the RTC, do 
you know? And for how long and what cost? 

MR ALTMAN: I don't know that Fm aware that that firm has been retained as outside 
counsel on this matter, but Fm; not aware pf the date on which i| was retained nor the retainer 
arrangements. 

SEN. BOND: Will th^ review die potential of suing die various law firms who represented 
Madison or the board of directors? 

MR ALTMAN> I dont know the answer to that question. 

SEN. BOND: We'd appreciate knowing that, if you could, later; And if there are bdier outside 
counsel or consultants hired in conjimction with the case, we would like to know that 
And finally, Fm advised that the list you have there is just an inventoiy of the documents 
provided to Senator D' Amato; it is not die complete inventoiy of the documents pertaining to 
Madison. And if Fm mistaken, in eidier event, we would appreciate receiving a copy of the 
inventoiy of the entire documents. 
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MR. ALTMAN: Well, Senator, Fm not sure I fully understand your question. But what we 
have released amounts to what weVe been asked for, less any documents that, in our 
judgment, could prejudice the investigation. I told you earlier that we*d had a couple of 
conversations — I haven't had them; Fm advised there were a couple of conversations with 
Mr. Fiske, with each side asking the other not to release information or take any other steps 
which would prejudice either side's investigation, and we're trying to adhere to that 

SEN. BOND: As I understand ICAii you hive prepared an inventory. Fm not asking for the 
documents themselves, but I understand that you had prepared an inventory and had fbmished 
perhaps members of the House side, or others, with the inventory, not the contents of the 
documents. 

MR ALTMAN: Any information, I assure you, that we have supplied to Congressman Leach 
or anyone else - elsewhere in the Congress, w^ to supply to you or anyone else 

here that would like them. * 

SEN. BOND: Would that include an inventory, a cataloging, not the contents but a cataloging 
of the documents in the Madison case? 

MR ALTMAN: We will supply you with any information to that extent that we can whidi 
does not get into areas that wq think would prejudice the investigation. SEN. BOND: Thank 
you, Mr. Chairman. 

SEN. RBBGLE: Senator Boxer? 

SEN. BOXER Mr. Chairman, Fd like to - Fm still working. 

SEN. RIEGRE: All right Senator Domenici, you're next in the order. 

SEN. DOMENICI: Mr. Altman, you spoke a while ago of your one contact widi the White 
House regarding this, and you and your counsel went up to talk to the White Ifouse counsel. 

MR ALTMAN: Yeah, one substantive contact 

SEN. DOMENICL Please? 

MR ALTMAN: One substantive or meaningful contact 

SEN. DOMENIQ: Yeah. Well, I assume - we're not arguing there that you had - you're not 
suggesting you had more than;One, are you? 

MR ALTMAN: No. Fm just siying that if you - you know, you run into someone in die 
hall — did you see that thing in the paper this morning? — Fm not including that 

SEN. DOMENICI: All ri^t You said you were there to give a heads-up. What I understand 
die situadon to be on average folks^ a couple of them in my state that were borderirtg up 
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alongside of a statute of limitations becoming a defense, they were presented with a tolling 
agreement, and if they didn't sign it, suit was filed so as to toll the statute. Is that a rather 
fair assessment of the way business is done? 

MR. ALTMAN: I think fd have to know the details of the matter. Senator. 

SEN. DOMENICI: Well, I guess what I'm wondering, are we getting the right perq;>ective of 
why you did this? Did you go therin>eMuSe'y6 them to know diat clearly they 

might be asked to sign a tolling agreement, or to know that the normal process was that the 
toll - the statute's going to toll, and there's reasonable grounds to suspect something, th^ 
might expect a lawsuit? Or why else would you give them heads-up? 

MR. ALTMAN: The difference between this and a matter like the one you referred to is that 
I had been receiving - had begun to receive a lot of inquiries, including in writing from 
Congress, as to what procedurerihe~RTC was*^oingn<rfollovi^nand I wanted to give them the 
same sense of those procedures that I was giving members of Congress. And I said to them 
nothing different than I*ve said to members of Congress. 

SEN. DOMENICI: Well, I understand that, but I guess what Fm getting at is there must have 
been a reason for telling them that Congress was just siting the statute's going to run, what 
are you going to do, so you went over there to tell them that we're going to apply the same 
thing we do in any other case? And that's the heads-up that you were giving Aem? 

MR. ALTMAN: That's right 

SEN. DOMENICI: Was it serious enough that you wanted them to know because diere might 
be something that they would be confronted with that was untoward as you applied your 
rules, like asking for a tolling agreement or filing a lawsuit? MR ALTMAN: Again, the 
essence of what we said was that the statute of limitations which then applied was scheduled 
to expire on February 28, 1994; that the RTC was going to make every effort to make a 
decision by that date. It could todamentally reach only one of two decisions, that there was a 
basis for a claim or diat there wasn't If there was a b^s for a claim then we would eidier 
seek a tolling agreement to permit more discovery and more preparation or we would file that 
claim in court 

SEN. DOMENICI: Well die passage of the statute of limitations extension eliminates that 
problem as you have alrear^ indicated. 

I guess, Mr. Chairman, Fm having a little difficulty with explanation because one way of 
looking at it was diat it was not a very meaningful or important meeting — that he was just 
doing this so that he would be able to tell Congress he had told diem he's going to treat diem 
the same way as others. I dont think a man — you know, I know you fairly well — I don't 
diink you would be going over there to just be able to send diis letter to Senator D* Amato 
that si^s I have told the White House that they're going to be treated the same way as odier 
people — 
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MR. ALTMAN: Senator, I did not know whether they knew of such procedures which as I 
sty I was then communicating to members of Congress and it just seemed to me a tittle odd 
to explain to a member of Congress that we're going to follow ”XYZ" procedures and not 
have them ever be made aware of what those were. 

SEN. DOMENICI: Well, I want to close on this remarks by thanking you, Mr. Chairman, for 
holding these hearings. I hope the public understands the Republican response to Senator 
Kerry, you know, ifs almost an iiis^t to a^use us of not being concerned about oversight 
and that some how or anodier the other side is more interested in how the RTC turned out 
Frankly, that* s just borders on being a joke. This hearing, we have all your statements, we're 
going to read Aem. So we're going to know what you were going to say. If you sent it to us 
yesterday, our staff has probably read it already and theyll brief us so we're going to know. 
My last observation would be that it's inconceivable to me Mr. Altman that you would really 
be concerned that the people involved in the investigation, whomever they are, whedier it be 
the people in Arkansas, udiether it 1iie''€OnndintS7{f^'PTesfdeiiir^omev^^^ that they would 
not know that the statute of limitations was going to toll and that that presented a situation 
that you had to advise somebody on. 

I just dont think anybody involved in this would not know that 

MR. ALTMAN: Senator, I al» - 1 would agree with you. I cant s$y for sure. I dont know 
what was in dieir minds. I doubt veiy much that they did not know about die statute of 
limitations. 

SEN. DOMENICI: Ri^t 

MR. ALTMAN: What I was siting was not that What I was siting was I did not know if 
di^ knew and, frankly, my impression is, as a result of that meeting, diey hadnt previously 
known what procedures die RTC would be following. By that I mean that you have to 
choose between - you have to reach a conclusion as to whether there's a claim or diere isn't, 
and then what you have to do if you reach the conclusion that there is. 

SEN. DOMENICI: All right Thank you veiy much, 

SEN. RIE^JB: Thank you. . . 

Senator Fairclodi? 

SEN. FAIRCLOTH: Thank you» Mr. Chairman. And I will echo Senator Domenid. You 
have done a sup^ job of conducting. And ITl be very brief. My questions are to Mr. Hove. 
Mr. Hove, we keep coming back - you said the FSLIC issued this report, who has long been 
out of business, and did the investigation on Mrs. Clinton and. her relationship. 

MR. HOVE: No, sir, I didn't say FSLIC. I said diat die agency that handled die closing of 
First American was FSLIC, and that occurred before FDIC had any involvement in that 

SEN. FAIRCLOTH: All right But who did the investigation - 1 assume there was one done 
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— to determine that Mrs. Clinton had no involvement whatsoever that was worthy of looking 
at? 

MR. HOVE: We did not do an investigation, we did not do a review because we don't have 
all the records. The records are the old FSLIC records that are not in one central repository. 
Ail we did was review the records that we had available at the FDIC, and the records that we 
had at the FDIC only indicated that Mrs. Clinton's involvement, from the records diat we 
could review, was the two hours that*she filiiig the amraded complaint for her partner, 
Vince Foster. 

SEN. FAIRCLOTH: So, what you're saying really is that you did a very incomplete and 
surface investigation. 

MR. HOVE: We did not — we simply looked at the records that we had, and we did not 
make an investigation any' fuftfier’ A the records that we hadUvailable to us at the FDIC. 

SEN. FAIRCLOTH: Well, I would si^ Uiat Mr. Whitney (sp) issuing such a clearance for 
Mrs. Clinton in the name of the FDIC doesn't lend a lot of credibility to an FDIC 
investigation when he makes his statements and when you didn't really have the records to 
make an investigation, from what you're telling me. 

MR. HOVE: What we were doing was correcting the information that was erroneous in the 
Chicago Tribune report because the Chicago Tribune said that.it was an FDIC case, we said it 
was not an FDIC case. And we also said that from our records, this was the only 
involvement that we could have. 

SEN. FAIRCLOTH: Well, dont you think it would be a good idea to hunt up die old FSLIC 
records and see what they might lead you farther? But I have a question, and then Fm going 
to — (inaudible word). 

The original suit was $3.3 million. They setded it for 6 cents on die dollar, or $200,000. 
What I want to know is how much was Mrs. Clinton paid, or the Rose law firm. 

MR. HOVE: I cant tell you. I don't know that 

SEN. FAIRCLOTH: Can you find out? 

MR. HOVE: We can try. ' . 

SEN. FAIRCLOTH: Well, I would like for you to let me know as quickly as possible how 
mudi die Rose law firm was paid, and also their work records to indicate who did the work 
to earn the money, because — you say she worked two hours. . 

MR. HOVE: I didn't say that I said the only thing that we can ascertain from the records we 
have was that she worked two hours. And let me remind you. Senator, that these records are 
disbursed from wherever FSLIC had the records, and we did not take possession of those 
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records when FSLIC wis closed down. 

SEN. FAIRCLOTH: Are those records still available? 

MR. HOVE: I don't know. 

SEN. FAIRCLOTH: If she settled the lawsuit, the amount of hours she worked - it is just 
impossible for me to believe she s^Ied Ifiinawsuit against' Lasater (sp), she signed the 
amended return, which was the settlement, the amended complaint, u^i^ was die settlement 
against Lassister, at a veiy favorable rate, then we turn around and find diat Lassiter's - the 
person with his power of attorney is back in the White House working. 

MR. HOVE: Senator, die amended complaint reduced the complaint from 3.3 million to 1.3 
million. The suit - the setdement was some m mradis later. I ^nt know whether Mrs. 
Clinton had any involvement afterlKat period ordrne in whi^~sliir amended the complaint 
from 3.3 [million] down to 1.3 [million]. 

SEN. FAIRCLOTH: So we have no idea whether Mrs. Clinton made the final settlement 
totally. 

MR. HOVE: I have no idea from our records and what weVe seen - 

SEN. FAIRCLOTH: And this two-hour thing — she could have worked 200 hours. 

MR HOVE: What I have told you is what we have available at the FDIC. 

SEN. FAIRCLOTH: But she could have worked 200 hours on it . 

I • ‘f 

MR HOVE: And all Tm telling you is that the records that we heve indicate she worked two 
hours. 

(Confers off microphone.) 

Oki^, the only records we have was diat she billed FSUC for only those two hours. 

SEN. FAIRCLOTH: Billed who? 

MR HOVE: FSUC. (Pronounces each letter.) 

SEN. FAIRCLOTH: How about getting the total records from FSUC and finding out how 
much die total bill was and whose time was billed? Fd like to see it Thank you. 

SEN. REBCRE: Senator D* Amato? 

SEN. D'AMATO: You know, Mr. Hove, I have difficulty if you really have trouble figuring 
out when a claim is initially lodged for $3 million and then it is reduced and you sqr, well, 
you know, the law firm or this partner - in this case, Mrs. Clinton - only billed for two 
hours. But the nature of the work was such as to reduce that lawsuit and the potential 
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liability to Mr. Lassiter (sp), who has a definite relationship with the Clintons. I mean, are 
we really to believe you dcm*! understand that? Now, don't give me this two-hour stuff. I 
mean, the fact is tfiat diat claim was reduced ~ die potential of the claim - from 3 million 
down to a 1 million some odd, and therefore, a setdement of $200,000 is much more 
reasonable in appearance when the initial - when the suit is only asking for a 1.3 million as 
opposed to 3 million. Now, doesn't that make some — I mean, do you see why a senator or 
anyone else would make an inquiry and sty, "Look” ~ I mean, what's the situation here? Are 
you telling us there was no confiici thei^ 

MR. HOVE: But, Senator, you're asking FDIC, and FDIC did not have any involvement in 
that suit at that time. 

SEN. D'AMATO: Fm not suggesting that What Tm suggesting to you is that a period of 
time it came under you fo r revie w. 

And if you look at this - don't keep telling us that FDIC didn't have anything at that time. 
We're not suggesting that you did anything wrong. We're suggesting you take a look at the 
facts, take a look at die record, and you can be a school boy, you canS come to an 
inescapable conclusion that someone was retained to bring the lawsuit that had a relationship 
with the person that dity brought a suit to. And as a matter effect, whether it was two hours 
or one hour, the determination was made to reduce die claim that might bring the potential 
liability from $3 million down to $1 million and evmtually setde for $200,000. Now, we 
dont know who was responsible for the setdement But die fact of the matter is that the 
partner who reduced and amended that complaint was Mrs. Clinton. Now that's obvious. 

Tm not going to q>end my time going back and forth with you. Fm going to tell you 
something else, diough. When we talked about the potential for conflict before, as it related 
to the Madison Guaranty and Mr. Hubbell, I want to refer you to a letter of June 8th, 1989. 
Now, Mr. Hove, you stated that since the Rose law firm - when I first brought diis tq> to you 
— was suing Frost, it wasn't relevant diat Web Hubbell's brother-in-law and father-in-law were 
suing Madison. Now, if you take a look at that letter — and Fm going to suggest to you 
dial you're wrong, and thafs why you'd better have die IG look at this. June 8th, 1989, and it 
is written to April Breslaw (sp). Attorney, Federal Dqiosit Insurance Corporation. Fm 
reading part of it 

"Mr. Hubbell is the son-in-law of Seth Ward, a Madison insider who was able to obtain a 
judgment against Madison of approximately $447,000.” Now, Fm going to skip the next 
sentence, go down to — 

"Since the conservatorship, the case has been removed and later remanded back to the State 
Court of Appeals. After appeal, a new trial will be sought, whether in state or federal court 
At a minimum* - it goes on to sty — "the state judgment will be attacked under various 
special FDIC defenses on its general inappropriateness. Miss Styrahom has informed me 
that die informal - the information contained in die audit files could be damaging to our case, 
especially if a new trial is granted." 

It goes on and it concludes: "I offer this information because diere appears to be a conflict in 
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representation and a question of loyalties. Mr. Hubbell may or may not be able to 
compromise our interest in the Seth Ward matter.” Now, look. I'm not suggesting that at that 
time that you know of it Here it is. And that's why, if you don't refer something to the IG 
to clarify whether or not there was a conflict, you can't be doing the right thing. And for you 
to maintain, "Well, we weren't there at the time; it was at FSUC” or "Maybe the rules were a 
little vague." I mean, for god sakes, you had lowly auditors saying, "Wake up, fellas.” You 
had an auditor in another letter saying it's impossible to think that he's not going to tell his 
in-laws what's going on. So thaf s the kind of thing that brings about maybe the stamping 
that one of my colleagues alluded to. 

Mr. Chairman, notwithstanding first of all Fm going to ask that we be permitted to submit 
some documents for the record that have been returned to — 

SEN. RIEGLE: Without objection, so ordered. 


SEN. D' AMATO: - so we can keep an orderly proceeding. 

Secondly, I want to say before I conclude that you could not have been fairer in making 
available this opportunity and according the members the opportunity to make their 
presentations and to ask their questions under very difficult circumstances. So I want you to 
know that And I think that I speak for all the Republicans on the committee in relationship 
to the manner in which you have conducted this proceeding. And it's not easy for you, and I 
just want to commend you for your impartiality. 

And let me conclude again. I think what we're interested in, in this, is seeing ~ and Senator 
Domenici said - that the process moves forward widiout there being interference, without 
there being a question as to what documents have been made available to the appropriate 
people, what has been taken. Some of these things have no — I see Mr. Altman. He's placed 
in a very, very difficult position. Fve said that publicly as well. It is a very, very difficult 
situation. And it certainly - it leads to us raising the kinds of questions that we have. But I 
tell you this senator wants to see that what was supposed to be done was done, that what 
should be done at the present level is carried out in a maimer in which everyone can say that 
the right thing was done. And then let the chips fall where they may. 

So, Mr. Chairman, again, thank you for providing us an opportunity to put forth our concerns, 
and hopefully, this will move us a step closer to resolving this matter. Thank you. SEN. 
RIEGLE: Thank you very much. Well give you some question for the record, and we'd ask 
you to respond to them. The committee stands in recess. 

END 
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MEMORANDUM 


To: 

From: 

Date: 

Re: 


File 

Bruce R. Lindsey 
October 20, 1993 
Whitewater Development Corporation 



On Thursday, October 14, 1993, Bernie Nussbaum, Neil Eggleston, and Cliff 
Sloan of the White House Counsel's office, Mark Gearan and I met with Jack 
DeVore, Josh Steiner, and Jean Hanson of the Treasury Department. The purpose 
of the meeting was to discuss a telephone call that Jack had received the day 
before from Jeff Gerth of The New York Times, 

Gerth informed DeVore that he is aware that a number of criminal referrals 
involving Jim McDougal and Madison Guaranty had been forwarded from RTC's 
Kansas City field office to its Washington office. (Apparently, the "normar 
procedure is for a criminal referral to be sent from a field office directly to the 
appropriate U.S. Attorney’s office. DeVore did not know why these referrals 
came to Washington instead.) Gerth stated that, to his knowledge, President 
Clinton was not a target of the referrals, although Governor Jim Guy Tucker might 
be. 


One of the referrals, however, involved four cashiers checks - each for $3,000, 
two made payable to the Clinton for Governor Campaign and two made payable 
to Bill Clinton. The checks were dated April 4 or 5, 1985. All four checks were 
deposited in the Bank of Cherry Valley. Gerth wanted DeVore to find out who 
had endorsed the checks. (A check of our campaign records turned up three 
cashiers checks for $3,000 each from J. W. Fulbright, Ken Peacock, and Dean 
Landrum, and a personal check for $3,000 from Jim McDougal, signed by Susan 
McDougal.) 


1 
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DeVore confirmed with the RTC that the referrals had been received in the 
Washington office, but had already been forwarded on to the Little Rock U.S. 
Attorney’s office. DeVore wanted to make it clear to Gerth that the referrals had 
been sent to Little Rock before his call. Deyore’s inclination was also to confirm 
to Gerth the fact of the referrals. He indicated that such confirmation was normal 
procedure. We suggested that instead of confirming the referrals, DeVore should 
indicate “off the record" that whatever had been received in Washington had been 
forwarded to the U.S. Attorney’s office prior to Gerth’s call. 

The RTC believes that the funds for the cashiers checks came from a loan from 
Madision Guaranty to a Republican, but supposedly the Republican was unaware 
that some of the loan funds had been diverted. 

cc: Maggie Williams 

Bill Kennedy 
Mark Gearan 
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T«l«phon« Log for OBARAM, NARK 
Telephone Calls from NUSSBAUM, RERNIE 


Page #: 


02/07/94 

NU88BAUN, BBRNZB 


4:36 PM 

Ph #: ( ) -62632 


□ 

Home: 

Other 

Car: 


Answered 

Fax: 

Taken By: CHAD 
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T«l«phone Log for GEARAN* MARK 
Telephone Calls tron DEVORE. JACK Page #: 1 


09/30/93 

DEVORE, JACK 


5:30 PM 

Ph #:(202) 622-0497 

CALL BEFORE 6PM 

□ 

Home: 

Other 

Car: 


Answered 

Fax: 

Taken By: CHAO 

10/03/93 

DEVORE, JACK 


5:28 PM 

Ph #: (202) 622-2920 

. 

□ 

Home : 1 

Other 1 

Car: 

1 

Answered 

Fax: 

Taken By; CHAD 

10/14/93 

DEVORE, JACK 


5:45 PM 

Ph #: (202) 622-2920 


□ 

Home : 
Other 
Car: 


Answered 

Fax: 

1 Taken By: CHAD 
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SCHEDULE FOR Thursday 14 OCTOBER 1993 X 0 0 1 0 5 5 


MARK GEARAN 

POTUS 

7:30A 


10:30- 

11:30A 

8:OOA 



8.30A 


12:00- 

l:00P 

9:30A 



12:45P 


1:15P 

1:15P 


1:45- 

4:00P 

2:15P 


4:0^ 

4:35P 

3:30P 

Meeting in Bemie’s office 
Cliff, Josh S. Jack Devore 

4:45P 

5:00P 


5:30P 

5:00- 




7:00P 





69 


X001056 

NAVIGATOR 





1160 


RBUCTED 


X001 057 





1161 






1163 


X001060 


To. 


Daca.. 




^ I ( 


/-/ 


/ , 


.Tlnna. 


WHILE YOU WERE OUT 


of- 


Pbona, 


Atm Codi 


Numbtr 


Extension 


TELEPHONED 

B 

PLEASE CAU 


CAUED TO SEE YOU 


WIU CALLAGAiN 


WANTS TO SEE YOU 


URGENT 



T 


RETURNED YOUR CAa 


Measaga. 


r" 




-/ / 77 


/ 


T - ' T - 


Op«rttor 


AMPAO 

aa EFFICieNCYoi 23-023 CARBONLESS 
















EWS 


FROM: 


9CMATE BSrVBbtCAN ICAUtJC 




ron TftitfhtHsrK 9ttr.pAS9 

Thurad>iy, March J, IPP4 


Coatacti eiarksam iNaa 


WHITEWATER-MADISON UPDATE 


ifim < ft Ma in i 
OoqLlt nix go 


Accord! AO Lli« word *indopondcnt* 


mcann, aa<* < quotes "Net uubjoct *o control by othort. . .Not 
looking to nr.h^rs for one's of^XniuitM ui Cur guldenee in conduct. - 

T this defa.nltiou becaucu xhiu lest tlno T nheeV^df the 

ileso1iit*OA Trust CoAiMxution Is supposod LO be nn Indnpnndonr 
Agency. . .Underscore Uie word "independent.** iiur, la light of 
recent Dress eucountc, it nopenm rhst * mey neve to do sosie oore 
roseeren, or Nubs tor's any ravo tn ravine its definitiea. 

Lest wok, we Inn mod rhst Roger Aitnen« the ectlng C.t.O. 
ul thu RTC and the no. 7 po^l.ricAJ eppoinl.ee et Uiw Treevucy 
Dopertinent, aict with Nh<te House poiitif^el oClIvielv# ellegedly 


to give thfflii n 'head's up* on the RlC*s civil invostigatloa into 
HadiOOn euQrnnty. Rc^liilnu kl« bluiidv.' ■ Hr* Altasil 


HadiOOn euQrnnty. Refilling kl« bluiidv.' • Hr* Altasil 
.«nih.^ngn^ntly— and very belaLedly— rucutfstd hiacelf tram the 
HAdison matter. 


Todey, we reed Uiet top off let Ala nc the rmnnury 
Uepertiaent, al Lor Uiw suppocodly independent im: enknd the 
Justice Oe^rtAont leei year to invest! g.ito pe.sntMe r.rfjeinal 
activity involving Madison, met rwtre with sombora of the Hhito 
Houow Whitewater Orein-Trust— riernAtd ffun^bdu»f Drucc Lindsey, 
and Mark Gearan. According to news eerrumta. the Treasury 


ufficials gave the White House atet tiers n report on the *etetue* 
wi Uiw RTC^s invest tgnt Ions end informed then that President end 


Xre. Clinton were "nasned* in the R7C roiorrel, Lhuugli not awueud 
of Any wrongdoing. 

Needless to sey, tho evesagw .^llNixif;«•n vLtisem who %iae either 
nened in an RTC criminal referral tir the sablcsct of im noc civil 
invest igetlwii would nwvwr havo received sueh nigh-lovni 
ceopocation Ixvai the very people ol*Arge<l with conducting the 
invwfetXga tluns. 

Donaetone i*nttem 

A dangcrour. pattern seems to ho emerging. 


During ^enr ywar^n TrawwXgnto tieseo, ovarly-oagex Wtiltw 
House nr..*) f fern raised eyebrows by )>cessuring a top FBI ofCicial 
•0 Aftend^A white House *poiitiuel utxetwgy* Kwselun, ellvgudly 


to onnrdinAti^ a press responuv to tUw leavwvixLng Jiumbwa of awdXe 
irqtiirles. UntostunstoXy, Uiu KupiHisvdIy lnd«3pur.dunt FBZ wont 
along with this wlisxsdw, uliungiim an fS: press release to suit 
Whit# House poiiticei iioods. 

Today, Hhito Rouoo staffer.^ nro adopting a elmOnr ploy, 
saying there was nothing wrong wth tho rvenswiry.whiee Hana» 


MuwUingst wc are told thor they weco simply sessions to 
'‘coordinntA reAponneN* to press inquirlws enout the RTC*s 
tnvoetigstiono into Kadi eon. 

QnA>t.toM of Jod^BMit ( CovtfrrA> 

New. that brings me to enothei word—* judgaient.* 

Zn light of thn meant news reports, it's becoming 
Incrcaningiy cliMr that good lodgment is In short supply among 
White ikuinn end top Adminiatretlon officials. Wo dowt sbowt It. 
you're asking far n<g« big troublo* and sKowixig some atunningiy 
bad judgment, when you start mirsng polithes with lew 
onforoeaent. rt.'a only teir to excuso a adsuLwy os tmo— •• all 
make mlstcknn. nut when bad lodgment becomes the rule, rather 
then the exception— and when those lavoivod don't admit their own 
mistakns— then it may bo time toe e little White Bouse house- 
cleaning. 


I 
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And liatflly# n third word c.rm^% rn nii.»w1— 'rnyfir-Mp. • Tf th^ 
Vhicv flvuto has nothing rn hld^ cd»ou'. irhitcwatar* then i»hv all 
th« aaaUnye? Why all t.hn bah *nd-th?* scents machinations'* why 
*nogotintft* n subpoana to shiaid Whiicwatoi. docuxants ti*c» public 
ncniflny*^ And why pul ywursull in tho dsnyorou« position of 
baing chtrgad with vvMprumising what arc supposed to bo 
*indapaiiduiit‘* civil and crimloAl inv«*Ariqarions? Covn--np in n 
luugh wed# but the nnnnequanres ot a covor-up car oe even 
toughar. 

gonornnn iins neaponsl bllltv - Can't Bo Williua Acco«oii.coa 
X don't know what to ma#(a ot tho recantly-dlsciosad Hhita 
Hnimc-BTC-iTeasury shar 4 aAiganA . but : Jo Xjiow that Coiigiwuu liau 
an nhligaemn to ensjco ‘.hut «<uppi>wuJly liiJupondunt law 
nnfnrcament agancaes ara juwl lhji--tiiJwpundunl. Foe Coiigewsh to 
punt on its oversight ewspunsibllltius is a dlasorvlcu to tho 
A«wirxc«n people... and oauouuw CoMutuKii to Uiu uharyv tiuat ww eaw 
willing eccottpliewu to whatovor WhltcWi-itcr wrongdoing may havo 
occorredf , ^ 

ROtC Hbi&lniitlan on Hold Tlnrll 1'hornuah lienrlmi of n*i y! _ S Kndtno n 

nepublioane yeaterday wrote to ►he di ianui;*hed Kajority Lcodcir 
Inxoxning him that we will object to crocteiing to the nomxnatxon 
of nickl *rigert. President Clio'.OA's .;omiiiow lo chaix Ihci 
uuppanndiy independent miC* unloss • ho sci;ato Banking COAueittee 
has an opportunity to thuroughly uAuml/iw lliu BTC' a liuiiUling o£ 
its civil investigation into Madlcon. Today's chocking 
revelations only swrvw to underscore the not'd tor such an 
examlnatloa* » .And# noco broadly, for hoar^ or. r.hc entire 
N«diKon/ifhltcwatcr affair. 

««♦ 

RnmarVa delivertd on Senate tic*-):, apfaOAlii^Uiy l'l:.»t’ PM BT. 
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NEW YORK 


CwtwlK Wwhlnot0« • FWnliCoi^ii • iiiw^^fani • /«KwiMir.M • yiwnmtt^ 


■wimncMiB hawMiD hmkimb g i 9icwrjnUB.«Km.jHUJRrtM 

D'MMIO, DOU tBKU 43 !■ iP.nr»T^ CUMtCm 'VJtL* fO* rOlC POR 


IIMBIM9T0II — O.li. Swuter Alfinua O'taatu (R'RTI and Kwpablloan 
IfMidwr lob DoL« 'today anoouncod Vapablleana aro DlooklBg tha 
Aoalnation of liJuki %, Tlgort to hoad tho fodoral Dopoait 
ZaKuxanoy Corporation (FOIC) until tbo Banking CGaaittaa hoida 
Koaringa on tM aaorat BhltiiiMtAr Hrfaftng glaMi by ttia anting 
hoad of tho Boaolution Tmat Corporation (kfc) to top Nhlta ffonaa 
staff art. 

Tha OOP poa'ltion vaa outlinad ia a lattac to lU]orlty Laadar 
caorga KitehalX# tlgnad by 43 OOt Sanatorav eiting tha *haada up* 
briafing acting BTC haad logac Allaaa gava about tha agancy'a 
•uppoa^ iDdapanttant invaatigatioa of Hadiaon/llhitawatar to Whita 
Rouaa Ccmnaal Bahmard thiaabaioi, Dapoty Chiof of Staff Harold 
XcXat» Hillary Clintoa*a Chiaf of Staff Kargacot Williaaui and 
Tzaaaucy Ganoral Counool Joan Ranaan. 

Calling tha* aaating "highly ii^copar," tha lattar aald It 
raiaad aarloua qtaationa about tha allagad iadapondaaea of tha 
iiTr.*a inraatlgatllon aod tha iatarfacanea of oaalor Hhita Ooaao 
political oparatlToa in a xagnlatosy aattar. 

*Iha Aaarican paopla daaacya to haaa oQofidanea that tha BTC 
conducta ita buainoaa in an indepondant and iapartial faahioii#* 
thu Sana turn wrvta* *h Cungrvaaiooal haaring la an apprupclato 
foruB in vhioh to onaaino tho iaportant ethical and regulatory 
Iseuoa raiaad by tha hltaan-Hhito Roiuia anntlng.* 

Tha dlacloalira of tha aaetat -haada up*-- aa Altaaa eallad 
It—nhniir tho ntatua of tho agnoey'a invontigation into tho 
Jiadiaon Ouaranty collapaa caaa at an BTC oyaralght haaring latt 
Thuraday in tha Banata BanlOng Cuavittaa- 

Oaaplta all avldanoo to tha ooatrary^ tha Hhito Bouaa haa 
euntiouad to naintain that tha briofina uaa propor and that tho 
aaaa briafloga wera proridod to Congxoaa and tho praaa. 

Porty-ona Shaatora la tho nuahor noodod to offaetiyaly 
prayant aotion in tha chaabar. 

A mpy ot tha text of tha lattar la attaehad. 


PCB XJOCSDZATB BtLBABBl 
Thuraday* March 3* If §4 


OOBTACTi Frank Colaaan 
(303) 334..44M 


-fc030294« 


UhlMBlNlMiBiiniiia • fOSIO • (90a)22M5IP 


vwtir JAIN/-4JO. MMuraaiAnoa .( 


• .Yia aMai *aduu Jiaia4««i 
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Unftfll 3tatci Senate 

eOMMiTTCk MNil'Ilia. «*I0 

URiAIIAHAM 
wA«i« 4 ieTO»i fW! »ae 10-MIS 


Morch a. 


Tho Ilononblo Goocim J. Miteholl 
Uutod SUtos SoDSM 
WofihlAftMi, D.C. M|1A 

Doar Mr. Loader | 

Wo art wntui^ to inform you that wo will olgoci to aoy njtreetnent sooMne <*nnMm 
(u uroceod to tbc nominatioa of Wdd R. Tlfcrt. PredUonl Clinton's nuniutNi lu duur tiio 
fo^ral Dopodt fit«umnM CAT|MratiAn, nniil Ih# R^Aoce BaaliiA|p CoouniKOo hoo oa 
opportunity to thoroufhly oxai^nt tbo Kaoolution Trust Corporation's handKaf of its civil 
lovtadfiitimi (ntn MnMfaon Conranty RAvlnfa and liinr.. 

Ai ytw know, ihs AcUni; Cbiof Ejuicuiivv OAScht ul Uiv KTC. Kvsor Aitoiau, 
roeantly dfoeloMMl iKaSi Ka aouflit a moAtin^ with WhKc Houae o Adala to flvo them a 
1 itadls*up* on tha liTCs iovsttifatioii. N^ktt to say. such a oitatiaf ia Kijihfy 
fmnrapar and mlaaa vary mol quastlnn.^ ahaut Mr. Altman's Impartiality and tbo aUaced 
iadopaadoneo of tbo invastixatioa. Spodfically, wby Hamid [dies and Mar^rst 
WODaini present, in addition tu White Hoooc Counoal RomanJ NussbuttiuT Aco^ua lu 
tbo Waahinjgtnn Pont. ' Mr. rekna tha naputj CliiAr of AufT. la rntpondblc for Whilenratcr 
’damapo eontfoT. Ms. WUliama. Chief uf StaCT for Mn- Clinton, had previously 
psrtiHpatnd * *iih Mr Nnashaiim in aaamhinf Vinmnt Fnatnr's affien and Madinf all or 
soao of tho JiaUrisls to David Ksadall of WiUiams and Cnimaliy who is i i- . wndnf tho 
Pmidcat and lifiri. Clinton. 

Wo boliwu puillic Jiwohjiga orv rvHuuvd to vxplore thaie and othor qusoMns 
Involvinf the attendance nf polftiaal apnraUvM at th.> Whitr Hauan In hrleflnca by tiie 
baad of a supposodly iadopendont aptney oa miUom that haw oothinp to do wi& tbo 
Eiactttfva Offlse of cha Praaidonl 

We regret bavfnf to delay tbo Senate’s ounsideroiuni uT Ms. l*H{urt*s nomiuation. 
Nnw*rVhntn*o, tho Ammri^n |WApU drwrv* fA have mntWrnm that thn RTC nmndiirla ita 
unportanl businosa in an iudoptndsnt and impartial fashion. A Conjtrsssiona) hoarinc ia 
an appmprlata fomm ia which ca examina the impcxtnnt ethical and regulatory leouoi 
raiaad by tho AJtmaa-Whitt liooso mooring. 

Ainrrraly 
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THE WHITE HOUSE 

WASHINGTON 


March 1, 1994 


MEMORANDUM FOR FILE 

FROM: JOHN D. PODBSTA 

ASSISTANT TO THE PRESIDENT AND STAFF SECRETARY 

W. NEIL EGGLESTON 

ASSOCIATE COUNSEL TO THE PRESIDENT 

RE: NHITENATER— TRANSCRIPT OP SENATE BANKING COMMITTEE 

HEARING 

Attached please find the transcript of the testisony 
portion of the hearing before the Senate Banking Cosmittee last 
Thursday, February 24, 1994. 

The opening statesents will not be available until the 
Connittee releases the transcript. 


W.N.E 
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HEADLINE: HEARING OF THE SENATE BANKING COMMITTEE 
SUBJECT: 

RTC THRIFT DEPOSITOR PROTECTION OVERSIGHT BOARD SEMIANNUAL 
REPORT CHAIRED BY: SENATOR DONALD RIEGLE (D-MI) 

WITNESSES: 

LLOYD BENTSEN, SECRETARY OF THE TREASURY 

ROGER ALTMAN, INTERIM CEO, RESOLUTION TRUST CORPORATION 

ACCOMPANIED BY: 

ALAN GREENSPAN, CHAIRMAN, FEDERAL RESERVE BOARD 
ANDREW HOVE, ACTING CHAIRMAN, FEDERAL INSURANCE DEPOSIT 
CORPORATION JONATHAN FIECHTER, ACTING DIRECTOR, OFHCE OF THRIFT 
SUPERVISION DIETRA FORD, EXECUTIVE DIRECTOR. THRIFT DEPOSITOR 
PROTECTION BOARD 538 DIRKSEN SENATE OFnCE BUILDING 
WASHINGTON. DC 

BODY: 

SEC. BENTSEN: Mr. Chairman, members of the committee, I have the Oversight Board 
members widi me here — Mr. Alan Greenspan, chairman of board of the Federal Reserve; 
Roger Altman, who's the interim CEO of the RTC. Fve got Jonadian Fiechter, who's die 
acting director of the Office of Thrift Supervision; Andrew Hove, who's the acting chairman 
of the Federal Deposit Insurance Corporation. Also accompanying us is Dietra Ford, who's the 
executive director of the Oversight Board. 

And I have a longer version for the record, but Fd like to summarize it, particularly with the 
lateness of the hour, if I might 

SEN. RIEGLE: Well make your full report a part of the record, and we'd like your summary. 

SEN. BENTSEN: Before I begin, and listening to the partisan exchange, let me thank the 
members of this committee for their bipartisan support last year, in the last session, to obtain 
the funding to finish the RTC job. Fm quite appreciative of diat 

Let me tell you something you don't hear very oBen. We're not here to ask for more money. 
The funding - (applause, laughter) - the funding provided through the RTC Completion Act 
ought to be sufficient. In fact, they tell me this is the first time that the Oversight Board has 
been before you diat it wasn't asking for additional money and funding. And Fm just very 
pleased to be able to inherit that honor. 
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rm alto happy la report Aat few SftLa are fUling. and 99 percent of privale-fector thrifts are 
well or adequ at ely capitalized. OVERSIGHT Let me review some of die numbers for you. 
Since the RTC was created in I9t9» itt taken over 743 failed insdtutioas and ifs closed or 
sold dSO of them. In the process it protected nearly 23 million deposit accounts with an 
average balance of $9,000. RTC made good on the govemmenl^ guarantee of deposit 
insurance to millions of Americans nationwide. And. I might add, H did it with a minimum of 
disrupdon. A lot of the customers didn^ even know that the RTC had taken over their SAL. 
The RTC also undertook the greatest liquidation in history, so far disposing of $393 billion in* 
assets for about 90 percent of their book value. Frankly, I couldnl Mieve that one. I made 
them go back and ^eck it again fbr me. The RTC sold since its inception nearly 10,000 units 
as affordable housing So at least tens of thousands of tower-income families have benefitted 
as this problem is being solved. 

Now, crime is at the top of our agenda these days. We talk about violent crimes. Well, this 
scandal had criminals - had tidllU cettiT ^re'dian 1,S00 persons were charged 

with mqjor crimes involving SftLs. Nearly 1,250 were convicted. And of those sentenced, 
more than 75 percent went to prisoiL And RTC has pursued several recoveries from 
wrong-doers widi all involved agencies collecting nearly $2 billioo. 

Mr. Chairman, when this administration took office the total cost of resolving the SAL 
problem was estimated at between $100 and $150 billion. When 1 testified just last March, 
we thought as much as 45 billion.in adifitional fbnding wuld be needed. That was on top of 
the nearly 87 bUlion already appiopriided. . . 

A lot of people ^eed with us. The Congressional Budget Office estimated 50 billion. The 
General Accounting Office had us around that level. And so did the House and the Senate 
budget committees. As RTC funding legislation moved through the Congress last year, 
constantly improving economic conditions resulted in record earnings for the SAL and the 
banking industries. By mid-November after lengthy deliberatkms in both houses, the funding 
bill provided $18.3 billion, and that brought the total amount thafs provided by Congress for 
the clean-up to $105 billion, a figure on die low end of the estimate when this administration 
took office. 

And I know the results could have been different — easily. Depositors could have lost all their 
savings. Loss to the government could have been far greater, resoludon of the problem could 
have taken much longer. But to the credit of a great many people^ and the/re seated in this 
coinmittee, in addition, the problem is near resolution.* 

rd like to give you some - and Fd like to give some credit to the management of the RTC. 
And I think we'd sure belter credit die economy. Deficit reduction has helped interest rates to 
fall. We've taken steps to increase the availability of credit, tackling unnecessary regulations 
and report requirements that disoQiirago lenders from making loans to small business. And 
well continue to propose dianges that will result in greater credit availability and efficiencies 
in the banking indusity. This is why we want to sell a number of issues^ including passage of 
the community development finaocud institutions l^islation, which includes a balanced 
reduction and regidatoiy reform. HI be before this committee next week with specifics on the 
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administration's proposal to reform and simplify the regulatoiy structure for depositoiy 
institutions. Our proposid not only will eliminate unnecessary regulatory expenses which 
could result in the availability of greater credit, but as importantly, it can help avoid new 
crisis by putting a stop to inconsistent and confused regulation. But well talk more about that 
next week. But the point I want to make on deficit reduction is that the market responded, the 
economy responded. Housing starts and home sales are up, ud that's sure good news when 
you're the RTC and you're trying to dispose of property. I can't help think back what a 
dramatic difference interest rat^Thake." I used to chair a savings and loan. Sure glad I sold 
it when I came to the Senate. (Laughing.) But 111 tell you, not smart, just lucky! But 111 tell 
you - (Inughter). But I'll tell you, when you've got your mortgages at one rate and all the 
sudden long-term interest rates go substantially above that, you've got yourself a real problem 
in an S&L. And when you've got the government saying well guarantee the first 100,000, 
and you've got a small, new S&L, and then th^ have Wall Street bundle up hundreds of 
billions and send it to a little S&L. We saw that thing happen in Vernon, Texas. A good 
example of that And then y^u sSS th^ otheB"^^^ trying to compete and what a 

hold it puts on them. Fortunately, we're seeing things go the other way with this substantial 
reduction in interest rates. 

And I want to say to you. Senator Bennett, Fve seen some of what you're talking about, too, 
where sometimes they were overzealous. And that balance is in part the concerns of what 
Senator Boxer has for those that have been ill-used and guilty of malfeasance. 

But lower interest rates and increased credit activity have brought about increased earnings for 
all types of financial institutions. Many S&Ls that may have been at risk, are now making 
profits. But you and I know we can't predict whafs going to happen between now and *95 
when the RTC goes out of business. Nobody foresaw the floods and the earthquakes, and they 
had tfieir economic consequences. We're not done yet 

Through *95, RTC must continue to protect depositors. They must dispose of some very 
hard-to-sell assets. And it must ensure its operations run effectively. It must work toward an 
orderly transition of its responsibilities to the FDIC. And it must never lose sight of its 
mandates to provide affordable housing and maximum minority participation, including 
implementation of provisions of the RTC Completion Act 

Fve urged the RTC to work aggressively on the issue of minority participation. It's imperative 
that minority- and women-owned businesses have an ample opportunity to win contracts, to 
purchase assets and to acquire failed thrifts. In fact, the RTC is taking q>ecial care to meet 
the requirements of the completion act to provide preferences to minority institutions while 
applying the least-cost test 

Let me be more specific on some of those things I mentioned. The RTC has begun resolve 63 
insolvent institutions now operating in conservatorship, which about 2.3 million deposit 
accounts. Some additional institutions may be transferred this year. If so, the RTC will make 
good on the government's guarantee to those insured depositors and any others who mi^t yet 
fall under its jurisdiction. 

Insofar as die remaining inventory of nearly 64 billion assets — $64 billion in assets, these, as 
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you said earlier, Mr. Chairmaii, are die most hard-to-sell properties that are left: real property 
and oon-p^orming mortgages. WhOe the improved economy helps sales, the potential loss 
to the tar^ayers could be reduced if these assets are managed and sold eflRciently. The RTC 
is working on improving its marketing and sales strategies and is seeking creative, yet sound 
techniques to maximize returns. 

To ftilfill its remaining mission, the RTC will benefit from good managers. Jack Ryan of 
OTS was appointed dqiuty CEO.'^RIlmXukla (sp) of the OTS has been appointed general 
counsel. And Tom Horton has been promoted to acting senior vice president for asset 
management and sales. And I can teU you today that the administration expects to submit its 
nomination for a permanent chief executive shortly. 

I thank Roger Altman for the service that he has done as the interim CEO. His term expires 
the end of March, and we hope by then to have a candidate. In line with the RTC 
Completion Act, Jack Ryan sennas Ihe intenm CEO between the time Mr. Altman's 
term expires and the permanent CEO is confirmed. The Oversight Board will also make some 
appointments to the audit committee, which will be in operation soon. 

Fve asked Frank Raines (sp), vice chairman of Fannie Mae, to chair that one, and to serve as 
members we asked Jonathan Fiktar (sp) of OTS, Robert Larsen (sp), vice chairman of the 
Taubman (ph) Company and a.former member of the Oversight Board. Mr. Larsen (^) has 
also been renominated to serytton the Oversight Board, and I hope youll be able to approve 
his nomination soon. The RTC^will dose down on December 31, 1995, one year earlier than 
originally thought, and planning for that is well underwi^. I expect the new management to 
work with the people at the FDIC in a cooperative way to cany out the transition of the RTC 
to the FDIC. 

Tius past year the Oversidit Board has also strengthened our staff reviews. I was being 
reminded of my testimony of last year and the recommendations and the improvements that 
we sought to bring about We have done a number of them. We haven't completed them all. 
We're obviously still working at H, and we're scrutinizing some. 

For instance, our staff has been motoring the RTCs efforts to improve its contracting 
systems and its oversight A review is being conducted to make sure policies are applied 
uniformly to all contractors and that contract oversight procedures provide effective review of 
performance. Another example: The staff has focused on the RTCs financial operating plan, 
its operating budget and all its borrowing activity, and our advisory boards are taking hard 
looks at the policies governing asset sales. Late last year. Ira Hall of IBM USA was named 
chairperson of the National Advisory Board, bringing considerable financial expertise and 
private sector expertise to that process. 

These boards meet regularly at sites nationwide to discuss progress and to hear testimony 
from witnesses on how these regulations and procedures affect different parts of the counUy. 
The RTC listens to their advice, and they have been instrumental in advancing affordable 
housing opportunities. Our advisory board structure will change this year. 
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The Completion Act cceated a new affordable housing authority board to replace the National 
Housing Advisory Board. That new board will be made up of nine membe^ including the 
secretary of HUD. Th^ will be providing advice on affordable housing programs, and how 
to merge RTC programs with the FDIC programs after the shutdown, and we*re looking 
forward to working with them. Now, last year at this hearing, as I said, I announced those ten 
goals insofar as improving or reforming RTC management — things like putting in place a 
astern to ensure prompt follow-up on findings of the inspector general and the General 
Accounting Office, strengthening thTcohtracting system and oversight of its private sector 
contractors, appointing a chief financial officer. The RTC Completion Act mandated and 
expanded on those reform, and RTC is moving to meet the standards that Congress 
determined and set 

Fm pleased with the results, and in a minute, Fd like Roger Altman to discuss them with you 
one by one. I hope you especially note what weVe done on opportunities for minority- and 
women-owned businesses an'3~in strim^ehiiig^ur Internal accounting and administrative 
control systems. I personally believe that these programs are an important part of RTC duties 
and that this is an area it must continue to focus on to ensure legislative mandates are carried 
out. And Mr. Chairman, let me end on this. I believe that the RTC has made significant 
progress in the past year in achieving its mandates and in addressing the concerns that you 
folks in the Congress raised, concerns by the GAO and by the oversight board. You bk 
thereVe been a lot of problems, but the organization has been relatively free from partisan 
conflict Republicans and Democrats alike have been committed to fulfilling the government's 
obligations to protect depositors at the least cost to the taxpayers. In *94 well keep working 
at that one, and looking to '9S, well, I believe the RTC will be more than happy to be out of 
business. I sure will be happy. Thank you. Now let me turn it over to Mr. Altman. 

SEN. RIEGLE: Mr. Altman, we'd like to hear from you now. 

MR. ALTMAN: Thank you, Mr. Chairman. I, too, have a longer statement which, with your 
permission - 

SEN. RIEGLE: Without objection. 

MR. ALTMAN: - that I hope would be entered into the Record, and Fll summarize it here. 
This is probably the final time I will appear before the Congress in any RTC capacity. Under 
the terms of the Vacancy Act,, my appointment would expire on March 30. There are limited 
circumstances under which that could be extended, but I don't believe th^ will apply. 

As Secretary Bentsen said, it's our intention to nominate a permanent chief executive as soon 
as possible. 

Last year we chose I think a fme candidate, Stanly Tate (sp). He withdrew, which was not 
at our urging, and I believe he would have done a good job. I also want to join with Secretary 
Bentsen in thanking the entire committee for its bipartisan efforts to secure funding through 
the completion act passed late last year. 

Fd also like to note that the RTC has taken special efforts to be responsive relative to the 
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California earthquake. Foreclosures in those effective areas have been delayed, home owners 
are being helped to avoid delinquencies on mortgages held by the RTC, and we notified 
FEMA of S4 multifamily units and 47 single family residences that can be made available for 
temporary housing. Now, on to the status report 

Mr. Chairman, the SAL collapse required the biggest financial rescue probably in world 
history. Including money sp ent by the FSUC banning in 198S ifs expected to cost the 
American taxpayers the slagging im of about SI SO billion. To put that into perspective, at 
today's budget levels that's equivalent to about 4S years of Head Start, about nine years of 
Aid to Fainilies with Dependent Children. And at a time when we all struggle to finance 
federal support of vital activities from national security to education, these are sobering 
comparisons. Fm sure all of use would agree on a bipartisan basis to make every effort to 
ensure diat such a fiasco is never repeated. When we inherited responsibility for this agency, 
it was not in sound condition. It was one of the largest contracting organizations of all time. 
But it had poor contracting'^focedures. it was selling assett in massive blocs, denying local 
investors a shot at local properties which they knew best And despite being larger than 
almost any American financial institution in the private sector, any bank or any securities 
firm, it had no full-time chief financial officer, no permanent general counsel, and it had no 
business plan. So we determined to concentrate on repairing the organization and when 
Secretary Bentsen first testified before this committee, almost exactly a year ago, he oudined 
a series of management reforms to which we committed ourselves, and rd like to very 
quickly just review some of those. A full-fledged review of all 21 of diem is appended to my 
statement 

Contracting. We found that the agency's contract award procedures had often been violated in 
the past, and our first action there was to mandate compliance. Some of the compliance 
problems reflected weak organizing principles. Contracts were often let by the same 
employees responsible for overseeing them. Obviously, in the event of a compliance problem, 
the employee then had litde incentive to draw attention to it So die Office of Contracts has 
been reorganized into two sqiarate units; one for contract solicitation and award, and another 
for contract administration, to avoid conflict, and the scope of contracting oversight has been 
substantially expanded. Among other things, the staff there has been more than doubled, and 
reviews of nearly 500 outstanding contracts were undertaken last year. 

Next, audits. A new reporting .^stem has been implemented to ensure that management 
responds to the concerns raised by auditors. And that qrstem now tracks and updates the 
status of all inspector general, GAO and internal RTC findings and recommendations. And 
Fm pleased to say diat the RTC todiy is current in following up on almost all GAO and OIG 
findings. Business plan. We comple^ a comprehensive business plan. We provided copies 
of that to this committee. It is a highly detail^ and, I diink, objectively speaking, good piece 
of work. It's intended to be a living document and we're going to update it r^arly as 
conditions Warrant 

Chief financial officer. Donna Cunningham, our chief financial officer, has been on board for 
about eight mondis. She's taken that helm very ably, as reflected in a series of improvements 
in the internal controls in the organization. 
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The professional liability section. This has been a particularly troubled area of RTC 
operations. There have been complaints from both sides of the spectrum, as the comments 
already here today illustrate; complaints that the RTC was unfairly pursuing former SAL 
directors who had no real roles in those organizations and, on the other side, complaints that 
the RTC was not sufficiently zealous in pursuing the real crooks. 

As GAO recognized in its mid-*93 report, the primary problems have involved inadequate 
staffing and an overall lack of er^mmced attorneys and die temporary nature of the RTC haa 
made it particularly difficult from a recruiting point of view. But we have worked hard to 
increase the size and the training of the staff in this area. We cunently have the highest total 
of attorneys on board in the agency's history. Moreover, senior RTC and FDIC officials are 
planning to merge the RTC unit here, the PLS unit, with its counterpart in the FDIC, 
recognizing that the FDIC is t source of experienced attorneys in this area. 

I also want to say that effecrive pfbseMtion^ofTI3~9aimrM to be one of the RTCs 
highest priorities. 

Secretary Bentsen referred to our having formed an audit committee and appointed its 
members. We have also established a joint coordinating committee with the FDIC for 
purposes of planning the transition or portions of die RTC back into die FDIC by die end of 

I'd like to make a special set. of comments about expanded opportunities for minorities and 
women. Thafs been one of our highest priorities, as Secretary Bentsen said. First of all, we 
elevated the minority and women's program to the divisional level, put the head of it on thet* 
executive committee reporting direct to the CEO. We took action to expand die number of 
minority- and women-owned businesses receiving RTC contract solicitations. And there are 
now more than 1,100 of them in our da t abase. 

Let me s^ a couple of words about die record. On a cumulative basis since inception of the 
$3.7 billion awarded in nonlegal fees, $800 million have been awarded to minority- and 
women-owned businesses, 21 percent Take a look at last year. We paid nonlegal fees of 
$S00 million. Minority- and women-owned businesses received 31 percent of those. We also 
encouraged efforts to encourage die use of minority- and women-owned law firms on the 
legal side, as far as legal fees are concerned. Last year, such firms received $S4 million, or 
13 percent, of all legal fees firom us, a big increase over the *92 level. And within the 
categoiy of minority- and wpmen-owned law firms, minority-owned law firms received $36 
million, far above die $23 million of a year before. I think the entire RTC is quite proud at 
the sharply increased levels of minority and women's participation in all of the fee- generating 
activities of the agency, and details on that are also appended to my statement Turning 
briefly to operations and financial issues. Secretary Bentsen cited a series of statistics relative 
to the amounts of institutions which have been resolved since inception. To me the most 
important sutistic is $9.000: . Thafs the average balance in institutions which have been 
resolved. And for those who think this has been a bailout of the rich and famous, I think 
thafs a pretty telling number. 
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We have 63 institutions under conservatorship todiQr. $18 billion of deposits. Now that the 
Completion Act is law, we're in the process of marketing these remaining conservatorships. 
We diink these 63 will be resolved, Mr. Chairman, by the summer of this year, and it should 
cost $9 billion to $1 1 billion to do that. 

On the asset sale side, we exceeded the targets we initially set last year. Book value 
reductions, $63 billion; cash proceeds, 76 percent of that That's a recoveiy rate below 
previous years because now we're down to poorer-qudity assets, hard-to-sell assets. For this 
year, '94, we expected to reduce the book value of our inventoiy by $43 billion, cash 
proceeds $29 billion, projected recoveiy rate, 66 percent 

Now, on this asset sales side, one of things we did was to put in place a small investor 
program because, if I've heard anything in this past year in this capacity, it was that local 
investors were not - did not have a shot at local properties which they knew best So we 
took steps to ensure that asS^ts would beavulable for salelhdividually to small investors 
with moderate levels of capital. Under this program, individual offerings of real estate 
properties have been emphasized. Underscore "individual." Auctions and sealed- bid sales 
have become more frequent and geographically focused. Smaller loan pools are being offered 
to allow buyers to purchase smaller, more geographically segmented groups of loans. And Fm 
pleased to say that at the most recent non-performing loan auction, in August last year, a third 
of the winners were new buyers who had not participated before, and the new bidders, overall 
bidders were for the most part smaller companies with a much higher preference for small 
loan pools and were most interested in buying geographically-focused loan packages located 
in dieir own iueas. 

Affordable housing — Secretary Bentsen noted this — since inception we*ve sold over 77,000 
units, for a total of $1.2 billion. The average annual income of households purchasing in that 
program has been about $24,000, which, by the w^, is 61 percent of the national median 
family income. Finally, Mr. Chairman, the issue of whistle-blowing. 

As was noted earlier, last September this committee held oversight hearings where a variety 
of allegations were made, including retaliation against whi^e-blowers. 

Now, let me emphasize in the strongest terms, we support protections for whistle-blowers and 
have taken several actions to address those allegations. I issued a memorandum on October 
4th to all RTC employees strongly reiterating our policy of prohibiting retaliation against 
whistle-blowers. We established an employee ombudsman program to augment the efforts of 
die inspector general in gathering all types of employee allegations. That ombudsman reports 
direcdy to die CEO on a weekly basis, and I think that program is working pretty well, 
because as of February ISth we'd received 116 inquiries, 96 of which had been closed and 20 
of which were still pending. 

We also had conversations in person and by telephone with six of the individuals who 
testified here before this committee. And during these interviews we solicited comments, 
feedback, and suggestions from them on how best to remedy the problems which th^ raised. 
And a number of those interviews were insightful and have been taken into account in our 
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efforts to remedy some of the management problems at the RTC. And I just want to 
underscore how seriously we have taken these allegations and that hundreds of hours have 
been spent working to understand and resolve them. 

In closing, the Completion Act requires the RTC to terminate on December 31st, 1995. We 
will make that, there is no question that we will make that, and I think it will be a happy day 
for all concerned, especially the Ameriqm taxpayer. Thank you. 

SEN. RDBGLE: Thank you very much. We're going to now proceed with the questions, and 
well go with the normd five-minute time periods. 

Chairman Greenspan, let me start with you. The Federal Reserve, of course, has raised 
interest rates earlier ihis month, and you just indicated publicly again that further increases are 
likely. And we know in the past that rising interest rates have had the effect of causing 
significant problems for thfiftST Nbwrot>viousl^1hFamouht is highly relevant But my 
question to you would be what effect are these higher interest rates likely to have on the RTC 
and, for that matter, on the future health of the thrift industry, whidi is still trying to work its 
way back? 

MR. GREENSPAN: Mr. Chairman, I think you raise a very important question, because one 
of the lessons of this whole experience has been that we have — we've put into place in the 
early post-war years an institution which was a specialized institution, one which could not 
function in a period of significant inflationary imbalances, an institution which had long-term 
assets and short-term liabilities. And, as the secretary indicated, when interest rates generally 
go up that institution is pressed as, indeed, we saw in an extraordinary sense in the period 
1979-1980. 

One of the things that is very important that we not allow to happen again is that 
extraordinary type of inflationary imbalance which was so destructive to tiiose types of 
institutions. To be sure, savings and loans as a consequence of that have restructured their 
balance to a significant extent and tiie maturity mismatch is not of the size that it was 
previously. 

Nonetheless, should interest rates rise significantly, then t diink it does put those institutions 
in a very difficult position. If s been the concern of the Federal Reserve that we endeavor to 
fend off any such types of ipflationary instabilities, and the ^ons that we took - we took on 
Fd>ruary 4tii, and the general discussion which I outlined to the House Banking Conunittee's 
subcommittee in trying to comprehend the type of problems that may be out there, were put 
forward precisely to prevent the types of difficulties which so debilitated the savings and 
loans. 

To date, the effects on these institutions, of course,.have been minimal, and we dont expect 
to see any particular problems emerge on diat, but 1 would like to call — ask my colleague, 
Jon Fiechter, what he sees, he's looking at these institutions in a much more detailed way tiian 
I. 
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MR. FIECHTER: I would echo what Chairman Greenspan said. One - well, first, clearly a 
miyor risk in the thrift industry, given the nature of the business, is interest rates, but a real 
difference between the thrift today versus the thrift of the late 70s that ran into so much 
difficulty when the - there was the rate (spike 7) in the early '80s, is that restructuring both 
of assets and liabilities, there are a lot of thrifts now that won't hold fixed rate mortgages any 
longer because they went through the early '80s. Also, as a consequence of (rate Q ?), 
institutions are able to much better manage their liabilities. As you know, Mr. Chairman, as a 
consequence of FDICIA, OTSlias* ^entlilb! of time oh Interest rate risk. We have a fairly 
extensive model, and in anticipation of a question such as this, I asked the staff based on the 
information the thrifts now provide what would be the effect of a 200-basis-point increase in 
interest rates if it were to happen as a shock - sort of an across-the-board increase, but I dont 
think we're talking about that type of change. Only ten institutions would fail their current 
capital requirements. 

None of them would go below 2~pef(^T capitatThowevi^riChd while it's a veiy uncertain 
world we live in, the analysis that we've done has suggested that at least in the numbers that 
we're talking about today, the thrift industry is in a much better position to handle rate 
increases going forward. 

SEN. RIEGLE: I think that's an important response because I think it shows as well that in 
re-engineering, through FIRI^EA and then FDICIA, the arrangements that the general strategy 
is working. Now, if we gel: overtaken by, you know, events, that were to drive interest rates 
above 200 basis points then we're into a Afferent zone. But lefs hope we're not going to deal 
widi that Chairman Greenspan, let me ask you one other question. This issue has obviously 
gotten a lot of attention here this morning. Are you satisfied with die wi^ the Madison 
Guaranly issue has been handled by die RTC7 

MR. GREENSPAN: The oversight board has, as far as Fm concerned, had no relationship 
with the Madison issue because that is a special case which is handled by the RTC direcdy. 
And I must say, I have not followed it in any manner which would enable me to address the 
question in a useful manner for you. SEN. RIECH.E: Senator D'Amato? 

SEN. ALFONSE D'AMATO (R-NY): Thank you, Mr. Chairman. 

Mr. Hove, on August 10th, 1989, there was a letter written to Mr. John O'Donnell by a Ken 
K. Schenck (sp). He's a credit specialist I dont know whether you've seen this letter in your 
reviews of this whole matter, but just let me read you the last paragraph. 

*In the process of our suit against Frost ft Company, we will most certainly examine 
practices and procedures Madison Guaranty used in the day-to-di^ operations. We are 
making this information available in detail to Mr. Hubbell." Now listen to diis sentence: To 
believe that none of this information will make it back to his family is naive. 1 do not know 
whether or not any information upcoming will be damaging, however, I would like someone 
with a wider scope of authority to review the situation and possibly eliminate this conflict" 
Here's a credit specialist who's telling you what the real world is about He was there. 

Now, let me go on. In the report released by the FDIC - eight pages of what I think is the 
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moft incradibl# whitewash of Whitewateigate that IVe seen. Hus is incredible •• incredible. 
And rve spoken to you just briefly before end I told you udisi IVn foing to ask you. Page 
six, die bcMoni: *In addition, we have found no evidence that die linn had a close relationship 
wiA the SAL which might ^1 into question its independence.” 

I mean. I have to tell you. given the information that your people were reporting back to Mr. 
OHonnell. FDIC SAL project area coordinator. August lOdi. 19S9. given this incredible - Pd 
say the FDIC makes an assertionldiii thelCbse Law*Pirm did not maintain a close 
relationship with Madison Guaranty. Thafs incredulous in light of the fact that they had a 
monthly retainer with them for 15 months for several years earlier. I mean, how do you 
come to this conclusioo? 

Now let me ask you one other thing. Is it true that no documents were reviewed as part of 
the FDICs internal review which was conducted by your law department? Is that true? 

MR. HOVE: Let me respond to your question in the order dmt you gave them. You first 
talked about Mr. Hubbell and his relationship with the suit - with the Frost accounting firm. 

SEN. D'AMATO: Have you seen this memo? 

MR. HOVE: I have not seen that memo. 

SEN. D'AMATO: Lef s have staff give a copy of this memo to Mr. Hove, please. 

MR. HOVE: Let me respond to that 

SEN. D'AMATO: Would you like to look at that last paragraph and let me know whether or 
not your people, in conducting this review have seen this? It goes back to 19S9. And the 
person who sends it says it would be naive to diink that Mr. Hubbell would not pass this 
information on to his family. 

MR. HOVE: But let me respond by s^ing that even if he had the issue between Mr. Ward, 
who is Mr. Hiihbeli's father-in-law, and the Madison Guaranty had been already decided, 
and Mr. Ward had a judgment at that time against Madison. That case was on appeal, and 
therefore, aity information that Mr. Hubbell oould obtain, even if he would obtain it, and give 
it to his father-in-law would not be admissible, would not be in the appeal process, even if he 
had had the information to give to him. 

SEN. D'AMATO: Mr. Hove, did you ask you, did read page six, the bottom of your report? 
Because we don't have much time. So Fm going to - it says, ”We find no evidence that the 
Erm had a dose relationship with the SAL.” Do you really believe that to be the case? Do 
you really believe diat a monthly retainer diat Hillary Rodham Clinton had did not establish a 
dose relationship? Are you really suggesting that there was none? 

MR. HOVE: Her rdationship - 
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SEN. D'AMATO: Is that credible in light of what you know? MR. HOVE: Her relationship 
with Madison was on an issue that was in a state agency and not with the federal 
government It was not with the FDIC. And our case was not against Madison. Our case 
was against the Frost Law Firm - or over the Frost accounting firm. 

In addition, we find no evidence that the firm had a close relationship with the SAL, which 
might call into question its independence. I mean, are you serious? I mean, that is a 
conclusion that was made. Let me tell you, it was made by your legal department. 

Let's go into something else. Arpait dflist year's RTC Act, we have an inq^ector general 
that was created in the FDIC. Was the FDIC inspector general involved in this review? 

MR. FIECHTER: No, sir. The review was started at your request, if you recall. I had 
indicated to you in my confirmation hearing that we were undergoing a review by our legal 
division as to what was the policy, the conflict policy that may be in effect between the Rose 
law firm and the FDIC in the lawsuit that Rose was doing for the FDIC against the Frost 
accounting firm. SEN. D* AMATO: L^'me ask you diis. Do you plan to ask die inspector 
general's office to analyze the procedures used by the FDIC legal staff in conducting this 
internal review and in essence to review this matter? 

MR. FIECHTER: I would do that if the committee requested that SEN. D'AMATO: Well, Fm 
requesting it, and I would suggest that you didn't need — you wouldn't need the committee to 
ask you to do this. Fd suggest to you Aat it's your job to do it Fd suggest to you that when 
you have such obvious areas of conflict in this report, when you're saying that Acre was no 
close relationship, when you're, suggesting that Webb Hubbefl would not and was not in the 
position to give any information to his father-in-law, that is incredulous. And if you don't 
have an inspector general looking to something like this, then v^at do you have him for? 

And what do you have? You have staff people who are going to make - who make this kind 
of determination? . . . 

Now, I have to tell you you will be doing yourself and the FDIC, I think, a great, great 
damage if you just Aink that you're going to let it rest on this eight pages of sophomoric, 
legalistic mumble jumble that doesn't hold water. And Fve just look^ at this report Fve seen 
some occasion to see it in the new^aper. This is the first time Fve had an opportunity to 
review it personally diis morning, and it's shockingly inept. ^ 

Now, question. Do you intend, not by way of this committee instructing you, to put this 
matter, and don't you diink it's, appropriate that it be submitted to the inspector general? Yes 
or no? 

MR. FIECHTER: Senator, we've been reviewing this to review our procedures, to review our 
procedures with conflicts, with conflicts not only with the Rose law firm but every law firm 
diat we deal with. And our procedure is to deal not only with the actual conflicts but also to 
deal with die appearance of conflicts. And in this case had we done that, had we dealt with 
the appearance of conflicts, it is likely that the appearance would have been different - the 
conclusion may have been different But Senator, this has been several years ago. At that 
time we had many cases coming in to us as a result of die savings and loan failures, and the 
conflict, under the rules that we were dealing with at that time, did not present any conflict of 
interest from the Rose law firm suing the Frost accounting firm. 
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SEN. D*AMATO: Ift what «ve*M doing today. Today you*ra saying tfieit may be a conflict 
back then because they didn't bave dear rules spdied out Todqr you're s^ing dierc may be a 
conflict back dien because they didnl have dear rules spdied out Now let me tdl you 
whether it smdis today - and it smdled then — I donH want to get into this legalese that 
maybe - 1 want to know if yodYa going to ask the inspector general to review this matter. 
Thafs a <|uestion. 

MR. HOVE: I will do diat'if conmii^ lequesto it 

SEN. D*AMATO: Wdl, Mr. Chairman, 1 would at this point in time move that we ask that 
this matter be reviewed by the inspector general. Now this is not going to interfere with any 
federd prosecution diafs taking place, but ifs a question of ascertaining whether or not we*m 
getting the facts. Ifs a question of whether or not legal counsel has analymd all the 
documents. I don't know - 1 read in one news account that says that no documents were 
received as part of the FDICTlSilgnd It^ew.'^T'doiPt knbwldiedier thafs true or not, but 
thafs certairdy something I intend to pursue. 

SEN. RIEGLE: Yeah, let me just respond to your questioti because the time is up and I want 
to stay within these time periods or well — we won't be able to move aiiy at all here in an 
efildentway. 

Let me take your request under review. lYn not sure big what a request from a single senator 
n^ be suflicimt to - in asking for an inspector generd review. I donY know without sort of 
looking at our past practices and precedents^ but let us researdi that question. 

SEN. l^AMATO: Let me thank you fr>r the manner in which you've handled it, but I have to 
tdl you something. Fm wondering qdqr when 1 asked you a question, yes or no, would you 
undertake this - and Mr. Hove, before you answered, the fdlow behind you wi A the glasses 
who has got a lot of hair I wish I had, you know, came up and tdd you what to sqr. Now, 
can I ask what is your title and what is your reqKHisibiliqf? 

MR. : The acting generd counsd. 

SEN. D*AMATO: YouVe the acting generd counaeL Well, you know, sir, whether or not 
yoifte going to ask, it seems to me fbr this to be reviewed is a matter if you see tiiat the 
propriety of tiiis report; the integrity, the correctness of it can be stibstantiated. And it would 
seem to me that yoif d want to do that 

MR. HOVE: Wdl, let - 

SEN. D*AMATO: It would seem to me that without counsd coming to you and saying 
whether - you know, you can wriggle out by saying that the committee has to ask. And I 
appreciate the chdrmanY respo ns e; I redly do. 

But I just want to make that observation, Mr. Hove. I And your response totalbf 
unacceptable. 
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MR. HOVE: Mr. Chairman? 

SEN. RIEGLE: Well let - 1 want to move ahead to Senator Keny» who is next, and if you 
want to make a response, certainly — 

MR. HOVE: Yes, I would like to, and first of all, all the documents, everything that we have 
discovered is available to the speci al co unwl, and we will make that available to the special 
counsel. I will commit to you fliS'l wfllTSE the inspector general to undertake an 
investigation. 

SEN. D* AMATO: Thank you. Thank you very much. And I think you have done the 
administration a service, yourself, the FDIC, and I applaud you for that Thank you, Mr. 
Chairman. 

SEN. RIEGLE: Senator Keny? 

SEN. KERRY: Mr. Hove, you were originally appointed to your position by President Bush, 
weren't you? - 

MR. : Thafs correct 

SEN. KERRY: So you're a holdover from the Bush administration then. There's no special 
affiliation you have, with President Clinton, is that correct? MR. : That's correct 

SEN. KERRY: I think it's a fair issue alwi^s as to what the level of review is, as to any 
institution, if it takes place. And Pve certainly shared a public expression of concern about 
what die inspector generals have done or not done. But I would like to see, if ifs going to be 
done, as to Madison, I really want to see it done as to Columbia and as to some of the 
others. I just think we ought to cover the houd here. 

Secondly, I want to point out the distinction here which we keep missing. And one of my 
colleagues earlier said if this were President Reagan who did this and it was Silverado and so 
forth, we'd be screaming. Those were sitting presidents who made sitting decisions regarding 
a policy at that moment in time that cost the taxpi^ers a lot of money. There is no sitting 
presidential decision here, diere is no issue of presidential poli^ here. There is no issue of 
taxpayers being cost money by an action taken by the president of the United States at this 
time. This happened in 1982 and 1986, before th^r became president Now, an individual 
died and there's an investigation into the death of ^at individual and what may or m^ not 
happened is a fair question with respect to the death. And that's being investigated by the 
first special prosecutor of an opposing party that I can think of in my public memory in 
public office that's been appointed. That is die clear distinction here. And it is a very real 
distinction. No taxpayer money, no public issue of policy, no decision of a sitting president 
of the United States with respect to what this committee has oversight on and is here for 
today. 

The question is legitimate: what took place, were there relationships previously - these are 
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important as to all these banks. And it is fair for the special prosecutor to proceed on that, 
and it is even more important that this committee guarantee down the road that we investig^e 
everything. Fm not sitting here siting something mqr not have taken place. In point of fact, 
there may be some indication that some folks outside of the White House may have some 
questions to answer. But there is no evidence whatsoever widi respect to poli^ or taxpayer 
money or any decision made by the president of the United States that warrants this kind of 
inquiry. ' 


Now, let me ask you, if I mi^, Mr. Altman, and Mr. Secretary, perhaps you can share with 
me, because one of our concerns is not just Madison but a whole lot of odier institutions. I 
think 42 percent of the total losses fall in Texas alone. And diere's a serious question about 
professional liability with respect to those institutioiis. Fd like to know, to dat^ what is the 
total amount of mon^ recovered to date from directors or officers of these institutions 
nationally? 


MR. ALTMAN(7): $640 million, senator. 

SEN. KERRY: Six hundred and forty million? 

MR. ALTMAN(?): From institutions ~ from institutions. 

SEN. KERRY: And thafs recovered through liability cases. MR ALTMAN(?): Those are 
criminally related recoveries^^ • 

SEN. KERRY: What about pi^? Is there any at this point? MR ALTMAN(?): In addition to 
that figure I gave you, about $74S million from dvil-r^ated recoveries. 

SEN. KERRY: So we have .in fact recovered lo date a billion diree, is that correct? Ifs not 
insignificant 

Can you break down where, that has taken place? Ifs my understanding 42 percent of the 
total cost of bailout was Texas. Is there a corresponding recovery rate or aiqr kind of rate 
you could give us as to where the most mon^ came from? 

MR ALTMAN(?): I don't have information with me, senator, on state4ty-state breakouts, and 
I dont know wh^er — 

SEN. KERRY: Would it be possible just to get that at some point in time? MR ALTMAN: 
Well be happy to do our bert to do. so. 

SEN. KERRY: I think it would be good to have a sense of that Ifs my understanding that 
you were going to take a look at this question of sort of why the recovery rate may or m^ 
not have been low. Have you been able to draw any conclusions as to that? 1 mean, one of 
the things I heard is that a lot of die attorneys who came on believing that they were going to 
be able to engage in recovery grew so frustrated at not being able to do so in the early years 
that they left I dont know if thafs legitiiiiale or if you've fbund odier reason^ but could you 
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share with the committee what, if anything, you may have discovered with respect to the 
recoveiy process? 

MR. ALTMAN: As I said in my opening comments, the entire PLS area has been a troubled 
one. and there have been complaints from both ends of the spectrum about overzealousness 
and about inadequate pursuit And we*ve had as GAO in its report noted a high degree of 
turnover and difficulty retaining - recruiting and retaining experienced attorneys because of 
the temporary nature of the'KTCTAffer all, here we are with less than two years to go. 

SEN. KERRY: Cunently that's true. What about in eighty — what about in die early stage ~ 
late - late *80s7 

MR. ALTMAN: Well, of course, the RTC has alw^s been intended to be a temporary 
agency, and Fd just refer you to the GAO report which concluded that that was a particular 
problem. And as Fve menfiohed, we've nfrule rwriM'bf efforts to strengthen that, the most 
important of which is to hire a very good and very strong general counsel. 

When we inherited responsibility for the RTC, despite its being such a large institution - as I 
said, larger than almost any private financial institution in the country — it didn't have a 
full-time general counsel. And that's a very important step we took. We've also got more 
PLS attorneys on board today than ever before in the history of the organization. So we're 
making every effort to try to fulfill all the responsibilities we have in diis area. I dont think 
diere's any way to know, senator — or if there is, I don't luiow — whether ~ or what 
percentage of recoveries that have been made compared to the potential that an ideal effort, a 
perfect effort would have obtained. I don't — I don't know d^e answer to that 

•: 

SEN. KERRY: Okay. My time is up. Thank you very much, 'Mr. Chairman. 

SEN. RIEGHLE: Thank you much. Senator Kerry. 

Senator Bond is next 

SEN. CHRISTOPHER S. BOND (R-MO): Thank you very much, Mr. Chairman. Mr. Altman, 
are there special measures taken when in the resolution of a failed thrift you find it to be 
affiliated with a high profile individual? Someone in government, for example? 

MR. ALTMAN: The procedures. Senator, which die RTC follows are intended to be identical 
in each case, and th^ certainly have been identical in the case discussed this morning. 

1 • • 

SEN. BOND: After you discovered that the president of the United States's name mi^t be 
mentioned in a criminal referral being made by your agency, did you take any steps to ensure 
that documents created in the case were protected and preserved? 

MR. ALTMAN: When the possibility of a criminal referral was brought to me, I took one 
step, and that was to instruct all the relevant RTC personnel to handle any judgments about 
criminal referral in the same exact fashion that they would be handled in any other PLS 
matter, no deviation whatsoever. As far as documents are concerned, the same thing. 
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SEN. BOND: You instnictad them to handle the documents in the same w^7 MR. 

ALTMAN: Dial's correct 

SEN. BOND: Were there any instructioos received hy you or to, your knowledge, anyone in 
your agency firom the Department of Justice, the White House or special counsel with respect 
to the retention of documentt? , , 

MR. ALTMAN: To the best of my knowledge, and I believe I know this, there were no 
requests or conversations with the White Ifouse whatsoever on that Wi^ regard to Justice 
and the special counsel, fm advised there have been conversations, the essence of which is 
that each party reminding the other not to take steps or release information which could 
jeopardize either party's investigatioa. 

SEN. BOND: Given the facts I set ouf In ihy opefung ^emimt, we are concerned about 
whether all the documents are diere, can you assure the committee that no one has issued any 
instructions to you or your agency to retrieve, relocate, destroy or tamper with any documents 
dealing with Madison, its affiliated enterprises, directors, owners or business partners? 

MR. ALTMAN: I have no knowledge whatsoever of any such effort SEN. BOND: Has 
anyone in your agency, specifically the Department of Records Management, indicated to you 
there are any missing documents? Or has anybody discovered any files missing or 
unaccounted for? 

MR. ALTMAN: No. 

SEN. BOND: You are absolutely sure that ~ 

MR. ALTMAN: No, your question was: Has anybody indicated to me. SEN. BO^: AU 
right 

MR. ALTMAN: The answer is no. 

SEN. BOND: Would you inquire of your records management agency whether they have 
either. A, been given instructions about die handling of documents from somebody outside or 
if they have found any evidence of missing documents or find that there are documents 
apparendy missing? If you would inquire of that and advise us if you do find that diere is 
such information? 

SEN. RIECH£: I think the stenographer should note that he's nodding in the affirmative. 

MR. HOVE: Yes. 

SEN. BOND: Finally, will the RTC release copies of the initial September 1992 referral to 
the Department of Justice and copies of the second referral on October *93? 

.. I 
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MR. HOVE: Senator, we're not in a position to release any documents that could have a 
negative impact on the investigation. I don't think you would want us to do that. And 
documents of that type that you're talking about fall into that category. 

SEN. BOND: Allegations were made by Susan McDougal that many of the Whitewater files 
were actually delivered to Mrs. Clinton in 1987. What steps have been taken by your agency 
to recover those files or to ascertain where those files mi^t exist? 

MR. HOVE: I have no knowledge of that matter. 

SEN. BOND: Have you heard of the allegation? 

MR. HOVE: Actually, no. 

SEN. BOND: Mr. Altman,'l 'know there's many" i^ectsld'in was just reading one of the 
stories appearing in Commentary which referred to those allegations. We dont know if they 
are true or not, but I would suggest that someone should make inquiry to ascertain whether 
there is any truth to the allegations and if so, to take appropriate steps to recover such 
documents. Finally, where are the documents being kept, and have they been thoroughly 
catalogued? 

MR. ALTMAN (?): Well, I can assure you that all proper procedures relative to safeguarding 
of documents are being followed. We also have a responsibility in regard to any case to 
obtain all the necessary materials for purposes of making a litigation decision. 

So any documents that the legal staff at ^e RTC believes would pertain — would help it 
reach a conclusion on a litigation decision, in this or any other matter, it makes a maximum 
effort to obtain. 

SEN. BOND: But that — you have no knowledge of the specific question I asked about the 
records potentially in the possession of Mrs. Clinton? MR. HOVE (?): None whatsoever. 

SEN. BOND: Thank you, Mr. Chairman. 

SEN. RDBGLE: Senator Boxer? 

SEN. BARBARA BOXER (D^A): Thank you, Mr. Chairman. I want to pick up on where 
Senator D'Amato left off with Mr. Howe. 

Mr. Howe, as a Bu^ appointee, you were familiar, obyiou^y, with the laws in those days 
regarding conflicts of interest, and you said that at that time there had to be a direct conflict 
of interest And the appearance of a conflict of interest now is considered important, but at 
that time, diat's not the way things were done. Is that correct? 

MR. HOWE: That is correct. Senator. 

SEN. BOXER: So the law ^ strengthened, and now you have to look at the appearance of a 
conflict of interest 
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MR. HOWE: not a law, ift a procedura that wa hava at tha FDIC. SEN. BOXER: All 

right 

MR. HOWE: And at that wa warn looking only at tha conflict of intarait Now wa look 
not only at tha conflict but alao at tha appaaranca of any conflict SEN. BOXER: Ri^ 

Wall, Mr. Chainnan, I think this is a vaiy inipoftant point And what I would lika la suggest 
is this; my colleague. Senator D'Amalo, is veiy interested in this one particular SftU which 
as I understand it, on the list oftaiiuras is the 194th larg^ in the countiy. Fm also interested 
in seeing if there were conflicts when lawyeia were hired in some of the bigger dosuras. For 
example, there ware, as 1 understand it 14 SAL failures that cost the taxpi^ers more than one 
billion [dollars] each. Of these mega failures, six were located in Texas, two in California, 
two in Arizona, one in New Jarsqr, ona Naw York, ona Florida and ona Fannsylvania. And I 
would lika to ask you - and sinca I think tha chairman said a senator can make a requ^ - 
that in these mega failures, these six, I would like you to go back and taka a look at tha law 
firms that we used at that time to see if there Cfl^etiOnflicts df interest and hava a - and at 
the same time that you issue this to Senator D'Amalo, I would veiy much appreciate knowing 
that because I do have a big concern about the scams that were going on at Aat time. 

MR. HOWE: Senator, many of these cases probably were the RTC cases and not the FDIC. 
The reason that we had this case was that we inherited the FSLIC cases in lata 1988 or early 
1989. This one came to us at a window of time prior to RTCs ^ing created. So 1 think that 
your request might better be directed toward the RTC. 

SEN. BOXER: Wall then I will make that request to the RTC and ask that we hava that 
report Would I make that to Mr. Altman or Secretary Bentsen? Mr. Chairman, who do you 
think would be the appropriate party? 

SEN. REBGLE: Well, they both are hearing it, so - . 

SEN. BOXER: All right Well, I will assume that will be done because, as I say, what I And 
most incredible is that there's this outrage directed at one particular situation, and ifs so 
obvious why. You know, Mr. Chairman, I just want to say this, if I might — 111 get back. I 
just have to say this, if I might We all bring our experiences to the table, to our committees, 
to our work. And as I sat through this, I had the sense that this reminded me of something, 
the dynamics here, and it comes back to my being a mother and my experience in raising two 
kids, and when they wanted something, they made a pretty strong case. 

And if they really wanted something, th^ stamped their feet And if I gave them what they 
wanted, I expected them to be happy because I acceded to their request And if they kept on 
stamping their feet, Fd tell them, "You're unreasonable." And if they kept it up, Fd take 
further action. But I think what I see going on here is that there was a dema^ for the best 
and most impartial person to look at a situation that obviously had a lot of political overtones, 
and in an attempt to handle it fairly, that request was granted, and we dont know the end 
result . . 

But what I see happening here, Mr. Chairman, is that people are still stamping their feet as if 
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nothing's been done. Something veiy important has been done. A lease has been taken on 
offices for something like four years. Eight attorneys are looking at this whole situation. 
Every question diat's been asked by my colleagues is being looked at. not by a Democratic 
prosecutor, as Senator Kerry has pointed out, but by a Republican prosecutor, and someone 
who 1 believe has the faith of the American people, if not some of the senators here today, 
who seem to want to interfere in that investigation. 

SEN. RIEGLE: Senator Boxer, Ilni^t jiist sqr, you may or inay not have seen this in this 
morning's Washington Post, but there have bem .25 FBI agents assigned to work with the 
special counsel, in addition to that legal staff that you cite. 

SEN. BOXER: Yes. And, Mr. Chairman, I have to say that gives me great comfort As much 
as I respect my colleagues' skill at questioning and badgering. Yd rather have this matter 
handled by someone who is so well-respected, cannot be accused of partisanship, as my 
colleagues on the Republican side hefe could be^or I could heot Senator Kerry could be. 

So let's stop stamping our feet, and lefs say this is good, that this investigation is going 
forward. And I really do have faith that we will find out what the problems were. And we 
don't know where it all will lead, but I dont think that turning this hearing into a browbeating 
of witnesses here does any good here at all. 

1 have some written questions I would like to submit, but I would have to si^ overall I am 
pleased with the report that we're getting. It seems to me we're moving along, perhaps, 
hopefully^ under budget, moving forward with women and minorities and the ^ngs that many 
of us care about, and going after these crooks. Thank you. 

SEN. RIEGLE; Do you want to si^ something? Otherwise Pm going here. MR. ALTMAN 
(7): No, no. I just wanted to note to Senator Boxer that we would respond to that question 
diat you earlier asked. 

SEN. BOXER: Thank you. I really look forward to seeing that for diose six institutions. 
Thank you. 

SEN. RIEGLE: Thank you. 

Senator Bennett 

SEC. BENTSEN: Mr. Chairman, if I might — 

SEN. RIEGLE: Uh, excuse me. • . i . .« n. 

SEC. BENTSEN: (Off mike) — my responsibilities as secretary of the treasury to deal in 
oversight, and Fm specifically precluded from intervening in individual cases. That's the 
responsibility of the RTC. 

SEN. BOXER: But the RTC will do that Thank you. 

SEN. RIEGLE: Senator Bennett 
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SEN. ROBERT F. BENNETT (R-U1): Hunk you, Mr. Chairman. 1 agioa with Senator 
Boxer: we all bring our pereooal oxperieooea lo iiU. I will tiy to Nop Nampiog niy feet 
(Laughter.) I tliink lhafi an appropriate roqwoee^ but - 

SEN. BOXER: You\o juN been tepping your too. (Linighler.) 

SEN. BENNETT:*rvo j uN been tapping my toe. I must, however, out of my own experience 
Niaro with you the numher of nmro Natl 6Ti loyal Republic went to the White House in 
the Nixon administration and kept saying "You have got to get this out You have got to find 
out who is behind this and tell the truth.” And 1 kept getting told "This is a third-rate burglary 
thN nobody cares about* Fin sure on a liN of breaking and entering - (laughs) - this would 
have - the Watergate breakiitg end entering would have been considered very, very minor. 
And people kept spying to me^ "No, no, hll all blow over." Well, it was members of your 
party, SmMUor Boxer, who kept stamping their fwt and kep|^the thing up. A tyecial 
prosecutor was appointed whffTh My teOdUbdidB ’ WB k D^ ggat I think Mr. Cox did not 
have very good Republican credentials when he was appointed to thN drcumstanca. 

SEN. KERRY: He was a Republican. One of the good ones Boro Massachusetts^ bN be was 
a Republican. (Laughter.) 

SEN. BENNETT: He was a Repiiblicaii? Well, I knew his law partner. He was a Democrat 
We need not beN this furthm, bN I do hope everybody understands thN when there is an 
Nlegarion of wrong-doing the snmrteN thi^ arty politician dm do is get all the fhets out on 
the table. Fve tried to do- that When Tve been accused of rnaking rnistakes^ Tve discovered 
thN the very beN thing you can do politically is not try to cover it up, and thafs the only 
advice I give my friends in.this dreumstancei having lived throu^ the Watergate thing on the 
other ride of it 

SEN. KERRY (7): Can I juN take 30 seconds to say to nty colleague thafb exactly whN we 
did. Senator M^nihan, national televisioo. Senator Bradley, Senator Bob Kemy, ntysdf and 
others sdd appoint a spedal prosecutor, and indeed, the White House turned around and did it 
while the president was in Europe. 

t 

SEN. BENNETT: 1 understand all that bN I also understandUhN the stamping of Ore feN thN 
went on prior to thN probably had something to do with that decision. I donl dunk it was 
entirely sound public policy on die minds of die people on die odwr side. 

LefkgNbacktofheRTCifIcan. I do want you to redtr careftrlly to the article diN I pN in 
my opening statement You\e talked a groN deal aboN minorities and women, and I yield to 
no one in my desire to see to it dmt there is fairoess done. 

The all^ations thN were made by the gentleman Bom Denver, howevN, is thN there is 
serious reverse discrimination going on in the RTC, and thN anyone who does aN fUl in thN 
category cannNgN a job and cannNgN a promotion. And if thN is true^ dug b something 1 
think you should pay attention to. So I woidd ask you to review dmt 
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Now, make reference to continuing sales, and again, this is a personal circumstance. IVe had 
a number of people come to me in Utah and say here is a marvelous investment opportunity 
to pick up at fire sale prices properties that can be enormously valuable. I have decided 
finally to divorce mysdf from having to make any investment decisions, and I put all of niy 
assets in a managed trust and trust die trustees of diet trust to make those kinds of decisions. 
But I said to them I cannot personally invest in this because I sit on the Banking Committee 
and ifs involved in oversight of the R TC and these are RTC properties. 

But I did, prior to creating the managed trust for my assets, go through the process of looking 
at them, and as a businessman, I can say you really are moving them very rapidly because it 
struck me that some of the prices were indeed unduly low and that the RTC could in fact 
have gotten a better price almost as quickly if not just as quickly as th^y were getting for 
some of these properties. Do you have a sense on that issue? Fm not accusing you of 
anything, I simply want you to talk about it 

MR. ALTMAN: Well, first of all. Senator, we have a statutory responsibility to maximize 
recovery for the taxpayer, so we must pursue sale techniques whidi respond to that goal. 
Second, all RTC assets, for practical purposes, are sold at auction, auction of one kind or 
another. So rather by definition, the market — the price which the market establishes on that 
day is the price. Ifs always possible to look back on any transaction and say you should have 
done it later or you should have dprie it earlier, but fundameiitally all of our sales are on an 
auction-style basis. I think the only other point I would make is Aat we're now in - we now 
- our inventory today is of the harder-to-sell variety as we're getting down toward the end. 

So our recovery rates, as I mentioned in my statement, are lower. I think last year we 
recovered at a rate of 76 percent of book value, and this year ifll be in the mid sixties. The 
character ~ . 

SEN. BENNETT: Let me just go back to your earlier statement I understand what you're 
saying here, and I don't want to be argumentative about it One instance, we were told - or I 
vras told that while it was t^hnically an auction, the RTC had determined the price and that, 
if I would simply submit a bid for this price, I would be guaranteed to get it, diat the RTC 
would not entertain any other requests. And I turned it down, as I say, for the reasons Tve 
described, although 111 sity to my colleagues, the ethics committee told me I need not have 
done that I could have made the investment I decided to avoid the stamping of feet later on 
in some future campaign in Utah. I would not run the risk. But it was my understanding that 
the people who did ultimately pick up the property did it for the price that we were told was 
the price. And we were told, "Yes, ^is is tedmically an auction; there will be a sealed bid, 
but this is the sealed bid we want and if you submit it at that price we can guarantee that you 
will get it" 

MR. ALTMAN: I'd like to make points. The first is - thafs not how ifs supposed to work, 
and if it worked that way — just taking your comments in their entirety J it ihould not have. 
Second, the RTC does reserve the right to reject bids and to establish in effect reserve prices 
or floors. So, it isn't the case — it isn't always the case diat whatever die high bid is ifs 
accepted. But, there should never be an auction where any such indication, any such 
knowledge is provided befordiand; if it was, it was a mistake and shouldn't have happened. 
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SEN. BENNETT: 111 just assume that it was a mistake in a particular circ instance, and Fm 
grateful to you for your response. 

SEN. RBBGLE: Well, and perhaps a look could be taken at what may hav been going on 
there, because that's not - you know, let's not have it happen again. Senal r Sarbanes was not 
given a chance, was not here in the sequence to give an opening statemeni and has asked to 
do so and Fm going to acknowledge that as I do with everyone. And dien after he's done 
that, well start his time clock on quesbonir*Senator Saibanea’ 


SEN. PAUL SARBANES (D-MD): Mr. Chairman, I'll be brief. I dont want to impose on my 
colleagues, but I cant forego the opportunity with Chairman Greenspan here before us not to 
talk about interest rates just briefly, since I think tfiey're so essentially involved with where 
the economy may be going. And I just want to •• I want to make a statement about that 
Fve met with the chairma n from time to time, b oth pr ivately and of course in public sessions, 
and Fve raised with him the conr^rh that a hike in ^oii~term rates would raise long-term 
rates. The chairman's position has been, as I understand it, that when short-term rates go up 
long-term rates would initially rise but that within a few weeks or so th^ would settle back 
down to a level near where they had been When short-term rates were raised. We then 
contacted the Fed for the analysis that in effect was the underpinning for this statement 
We've had difficulty getting that analysis, but ifs Anally been forthcoming And as die Fed 
says, and I quote, the Fed staff, "As you have noted, short- and long-term rates do tend to 
move together.” Th^ then go on to make a rather subtle argument that to the extent that the 
Fed is ahead of the curve the response of long-term rates is less than whim the Fed is moving 
too little too late, in re^nding to a build-up of inflationary pressure. So in a sense, they're 
shifting, as I understand it, the position that was asserted to me by the chairman. 

On the morning of February 4di when the Federal Open Market Committee raised the Fed 
fund rates from 3 to 3-1/4 percent, the 30- year bond rate stood at 6.30 percent — 6.30. Since 
diat time, long- term rates have risen steadily. As of the close of business yesterday, the 
30-year bond rate was 6.6S percent. Thus, since Fed funds were raised, long-term rates have 
risen by 35 basis points; in other words, more than the 2S-basis-point increase in short-term 
rates. Now last summer at a hearing widi Henry Kauffman (sp) and Paul Samuelson (sp), 
copies of which testimony were sent to the Fed and with a request that it be distributed to 
members of the Open Market Committee - Henry Kauffman (sp) argued that raising 
short-term rates could lead to higher long-term rates; in other words, the contrary of this 
position that was asserted that if you take up short-term rates, you can bring down long-term 
rates. And I quote Kauffman (sp). ”I also take issue with the assertion that a small inaease 
in the Fed fund rate diis summer would be welcome by the financial markets and would 
accordingly lead to a decline in bond yields. Perhaps. But equally likely is that die bond 
market would interpret such a rise in the federal funds rate as the first of a number of future 
increases, and market participants might easily react by pushing bond yields higher. Under 
that scenario, the rise in the federal funds rate could magnify inflationary expectations, 
precipitating a sell-off of bonds.” 

Now just today, Hobart Rowen, one of our nation's most perceptive economic commentators, 
has an article in the Washington Post headed, ”The Fed Meddles,” and I just want to quote 
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from it briefly. "As it hu many times in the past, the Federal Reserve Board is taking the 
country down the wrong road by raising interest rates. It has violated the dictum. If it aint 
broke, don't fix it,* and as a consequence, the smooth recovery from recession that has cheered 
business and consumers over the past year is being threatened "Fed Chairman Alan f 

Greenspan told the Joint Economic Committee in widely analyzed testimony Januaiy 31 that 
the central bank, which had allowed interest rates to fail to record lows, would not change 
policy to slow economic growth. But four days later, on February 4th, Ae Fed raised 
short-term interest rates by one^iuiher' of a point iii V quote' preemptive strike,* unquote, 
against future inflation. To make sure there was no doubt in the mari^ets that the Fed had 
decided to interrupt the easy mon^ pattern, Greenspan publicly announced the move. 

"In new testimony this week, Greenspan failed to justify the Fed's action. He admitted that 
there was no discernible inflation, that wages are not moving op, that there is virtually no fear 
the economy is growing fast enough to make overheating a danger." 

Now, the whole problem here - arul 1 - this is to close this statement, and then I have just a 
couple of questions to put to Mr. Altman. I won't take anywhere near my question time 
because I - is all - ifs all enciq>sulated in this — in this cartoon, which shows diis truck 
moving down the road It says "Economy". And the economy has been moving down the 
road, and we all want to see that The driver here has got his hands up to his head in horror. 
He's slamming on the brakes. As you can see, "Brake. Screech," bringing this truck labeled 
"The Economy" to a halt And the reason he's doing it is because out here in the middle of 
the street is a man labelled "Greenspan". (Laughter.) And he's bending over here. He's out in 
the middle of the road out in front of the truck, obviously fordhg it to come to a screeching 
halt He's bending over to pick up these papers here that say "Interest Rates." And he's 
siqring, "Let's see, well just pick these up.” 

Now - 

MR. GREENSPAN: You know, senator,^ pulled a muscle in my back and I now just realize 
how I did it (Laughter.) 

SEN. SARBANES: Well, Fm glad we found the explanation for it, Mr. Chairman. SEN. 

KERRY: You know, Mr. Chairman, if you si^ something really interesting now about interest 
rates you could functionally terminate ^s hearing and relieve us all. (Lau^ter.) 

SEN. SARBANES: Mr. Chairman, I know that's not the focus of today's hearings, but I think 
this matter is of such importance. Hie Fed, of course, is urging the Congress to stay the 
course on fiscal policy. I happen to agree widi that I think we ought to stay within the 
constraints of the agreement that was reached last year, and I expect that we will. But by the 
same token, ifs my own view that the Fed should have stayed the course on monetary policy, 
certainly until we had greater assurances that real growth was taking place in some lasting 
and permanent way and some evidence that one can look to that indicates that we're 
beginning to get some kind of inflationary problem. Now, Mr. Altman, I just want to put a 
couple of questions to you. Earlier you were questioned by one of my colleagues on the other 
side who went through a list of - (faughs) — sort of "Have you stopped beating your wife" 
type questions, I thought And so let me try to turn it around and get — I want to be sure. 
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Do I understand that the cases to which they're making such reference were handled in the 
same way that all other cases were handled - in other words, according to regular 
procedure^ 

MR. ALTMAN: Senator, the instructions that I gave were that all procedures, normal 
procedures should be followed in this matter without any deviation. SEN. SARBANES: And 
to your knowledge, thafs - I m ean, to die bes t of your knowl^ge that's the case. Is that 
correct? 

MR. ALTMAN: Yes. 


SEN. SARBANES: Mr. - 


MR. ALTMAN: Of course, Fm commenting as to the handling of the case under my 
responsibility. Fm not maETng a comment about matterTthaTriBave no knowledge of of three 
or four years ago. 

SEN. SARBANES: Oh, I understand that, but as I understood the questions that were put to 
you, it was with respect to your own responsibilities. I dont how you could be expected to 
assume die responsibilities of others, so to speak. Mr. Chairman, I just have one comment 
about the constant reference here to Madison and Whitewater and so forth. And diat is that, 
you know, an independent counsel has now been selected. I read the transcript of his press 
conference with the Attorney General when it was announced. Actually, u I understand it, or 
as he said, he defined the scope of the investigation. In fact, he says, ”Fm totally satisfied 
that I will have the independence and complete authority to do this job right* 

And then the resolution by which his juris^ction is defined, this is Robert Fiske now Fm 
talking about; "This resolution has been deliberately drafted broadly. It was drafted by me to 
give me die total authority to look into all appropriate matters relating to the events that bring 
us all here today.” And he dien goes on to specify that 

Now, of course, I think Fiske is regarded highly. In fact. Senator D'Amato called him "a man 
of unflinching and uncompromising integrity. He's the kind of person who will bring out the 
truth for the American people so there will be no question as to the thoroughness and 
objectivity of this investigation." I don't differ with that evaluation, I say to my distinguished 
colleague from New York, from what I know about Mr. Fiske and what's been told to me 
about him. So I think thafs an accurate evaluation of him. Now, die other point I want to 
address is, he was asked in diat conference, "Do you think that a congressional hearing of any 
kind at this point might hamper your investigation?" This was a question put to Fiske by a - 
at diat press conference when he assumed his responsibilities. And this was his response, and \ 
I quote him -- this is now Robert Fiske Fm quoting, the independent counsel: "I diink the 
history of these situations is that it is difficult to conduct this kind of investigation at the 
same time a congressional investigation is going on. The decision whether to have such an 
investigation obviously is not mine, but I think just looking back at the past, we can all see 
that that is not an easy relationship.” End of quote. 

And I just wanted to put that on the record, because I think ifs very important to understand 
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that, you know, an independent counsel now hu been selected. The independent counsel has 
been given a grant of authority - actually, according to hit own testimony, he defined, in 
effect, the grant of authority. I haven't quoted it. but the attorney general is very clear here in 
her statements diat he has a full scope to proceed as he deems necessary and to call upon any 
resources that he thinks are advisable. And it seems to me that, you know, we've put the 
matter where it ought to be put 

Now. there was some delay in gettinV^liat'^int I understand that But that's the point we 
are at now, and it seems to me that that is - ought to be reassuring to the American people 
that this matter will be looked into thoroughly and comprehensively and that Mr. Fiske and 
his associates - and he's now in the process of putting together. I understand, a rather targe 
and first-rate staff - will get to the bottom of this matter. And I think it's very important that 
that be put on the record. 

I thank the chairman. 


SEN. RIEGLE: Thank you. Senator Sarbanes. 

I made reference earlier - Fd just take one moment before calling on Senator Faircloth. I 
made reference earlier to the actual legal charter of independent Special Counsel Fiske which 
is published in the Federal Register on Friday. February 4th. and IVe read it And it's really 
quite a - 1 just hold it up here, and well put it in the record so that ifs diere in the context of 
this discussion. But this is about as broad and as firm a legal mandate as anyone could have. 
And I notice here that under the Department of Justice the action to accord him that kind of 
operating latitude was in the.form of a final rule. So this locksiit iit I mean, this indq>endent 
counsel, I think highly regvded across this board - from Senator DAmato's comments to 
others that have been made by other people who know him well — has the authority to go 
anywhere he diinks it necessary to go. And I again make reference to that article today in 
The Washington Post, because he's obviously setting up subsidiary investigative efforts, where 
he's putting together teams to go down each and every issue so diat there are no questions left 
at die end of his work. In any event, I urge my colleagues to take a look at diis, ^ause I 
think it is instructive. Senator Faircloth. 

SEN. LAUGH FAIRCLOTH ^-NC): Thank you, Mr. Chairman. And I want to thank you 
for the manner in which you've conducted the hearing. It hasn't been easy. I had one or two 
quick one-liners, and then I had some questions. (Laughter.) One of them is in sympadiy with 
Mr. Altman. I l^ught and sold many a piece of land in my life. I never bought one diat 
somebody didn't tell me I paid way too much for it, and Fve never sold one that somdiody 
didn't come immediately and tell me I should have gotten a lot more. But I survived. MR. 

ALTMAN: You probably did very well. 

SEN. FAIRCLOTH: Chairman Greenspan, I think - two thingi If we get nothing else out of 
all of this conversation, I believe it will demonstrate to the American people, and mi^be to 
the Congress as a whole, that we need to keep the Federal Reserve, the Comptroller of the 
Currency, the Office of Thrift Supervision and the FDIC as separate entities, and ifs well 
spent money to have them sqiarate by the taxpayers' money to keep it as it is and not be 
consolidating it into a politick position. I hope thafs it As Senator Sarbanes mentioned on 
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your increase in interest rates and inflation, I have observed over the yeara that inflation is 
somewhat like Alzheimer's disease; you've had it three or four years ^fore you find out you 
really have it And inflation moves before we - it goes underground a long time. So I think 
you're absolutely right in increasing rates in anticipation of what might happen. 1 have found 
that inflation - a recession will scare you - in business, a recession will scare you to death, 
but inflation will kill you. And I have a question for Mr. Hove. 

Mr. Hove, it's my understanding BiarWeSiti^Hubbell’, m his current position as associate 
attorney general, and in his words, "chief operating officer* at the Justice Department, has 
formally recused himself from matters regarding Madison Guaranty. Would you agree with 
me that it would be improper for Mr. Hubbell to seek to involve himself in the FDIC 
investigation beyond what he was asked by the Legal Division? 

And if you will — since that light is looking at me — I'd like yes or no answers, if you would. 

MR. HOVE: I think the issue of Mr. Hubbell' re^Tng himself » an issue that Mr. Hubbell 
has to deal with. 

SEN. FAIRCLOTH: Fine. Have you had any communication with Webster Hubbell 
concerning the Legal Division's report? 

MR HOVE: I have not 

SEN. FAIRCLOTH: Are you aware of any communication between Webster Hubbell and an 
FDIC official in tfie general counsel's office regarding Mr. Hubbell's role in the Legal 
Division's then-pending investigation and report? MR HOVE: Yes, sir. Legal Division has 
had conversations with Mr. Hubbell. SEN. FAIRCLOTH: Are you aware of any 
^mmunication between an official in the general counsel's office in Washington and the 
FDIC official in die Kansas City, Missouri field office regarding Webster Hubbell's role in the 
then-pending investigation and report? 

MR HOVE: No, Fm not aware of that 

SEN. FAIRCLOTH: Would you be willing to let the general counsel's office release their 
telephone records for the week of January the 24th through January the 31st? 

MR HOVE: Senator, we're willing to release any non-confldential information that would be 
generally available to the public. As you might know, many of these things would be privacy 
concerns and we would be concerned about releasing those without redacting some. 

SEN. FAIRCLOTH: So you would not release them? 

MR HOVE: No, sir, we will release them, we will release any non-confidential - 
SEN. FAIRCLOTH: All right, thafs - who decides whether if a confidential or not? 

MR HOVE: Well, does it include — does it deal with privacy of the individual. SEN. 
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FAIRCLOTH: Well yes it does, but we need - yeah, sure it does. Thafs what we want them 
for. (Laughter.) Will you? 

MR. HOVE: Well release anything that is publicly available, yes. sir. SEN. FAIRCLOTH: 
Well, ifs not publicly available or we wouldn't be asking for it to be released. If it were in 
the want ad section. Yd have gone there to get it 

MR. HOVE: Yeah, we have log of evefydne that we've cohucted. everyone we've talked to 
on the phone, and well release that 

SEN. FAIRCLOTH: All right Ok^, diafs what we need. 

I see in the Wall Street Journal and the Chicago Tribune, and ifs generally out. that you 
found no conflict of interest between Ms. Clinton and her work in die Dan Latter (sp) and 
First American Savings and Loan, that you And her completely innocent 

MR. HOVE: Senator, let me talk about that issue because that was not an FDIC issue, and 
that was not an investigation or a review that the FDIC has done. That was an issue diat 
happened before FDIC ever became involved. That was an issue between the old FSUC - 
the old Federal Savings and Loan Insurance Corporation and the failed savings and loan. First 
American in Illinois. They had filed the suit against Lassiter (sp). Th^ had setded that suit 
before FDIC ever became involved in that It was an issue that had happened way before 
FDIC ever became involved in it 
We have not reviewed that We have looked at - 

SEN. FAIRCLOTH: M^ I ask one quick question? 

MR. HOVE: Yes. 

SEN. FAIRCLOTH: Who setded it? Ms. Clinton and Foster? Is diat - it wtt setded - you 
say it was setded. It was setded by Ms. Clinton and Foster. MR. HOVE: Fm not sure diat it 
was setded by Mrs. Clinton. Mrs. Clinton's involvement was to sign an amended complaint 
for Mr. Foster that amended the complaint from the savings and loan against Lassiter (sp). 
That wu her only involvement in that case. 

SEN. FAIRCLOTH: All right, go ahead. Fm sorry, 1 mterrupted you. MR. HOVE: That case 
was setded over six years ago by die conservator. The conservator for that savings and loan 
had hired a law firm in Chicago. The law firm in Chicago subcontracted the Rose law firm 
to work on diis case for diem as the conservator. The lawsuit was setded before we ever got 
it. and normally these facts would not trigger an investigation for us. but because of die 
increasing public interest - and if you choose, we will conduct an IG investigation to 
determine Aat - but again, the records are scattered all over because ifs the old FSUC 
records and they were not compiled in any one location. So ifs a very difflcult issue. It — 
there's no single repository of Aese records. And we'd be willing to assist your staff in 
locating any of these records that may be available and to make some determination as to 
what the involvement was. 
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SEN. FAIRCLX)TH: So this clearing of Ms. Clinton in any involvement with the American 
Savings and Loan and Dan Lassiter (sp) was done by the FDIC» it was done by the - 

MR. HOVE: We have not cleared it The only contact weVe had on the First American 
Savings and Loan and the Lassiter (sp) case was a press contact that came as a result of an 
article that appeared first in the Chicago Tribune, and we responded to that saying exactly 
what Fve told you, that this was not an FDIC issue, that it was in fact a FSLIC issue that 
occurred before FDIC ever became involvi^in any FSLIC issue. 

The issue was settled, the settlement was made before FDIC ever became involved in this 
issue. 

SEN. FAIRCLOTH: All right, so - but the - would the statute run on it, could it be opened 
by the special counsel? 

MR. : I haven't any idea. Thafs alqu^'oh I gu^ Tdliive to ask my attorney. 

SEN. FAIRCLOTH: Ask him. 

MR. : (Confers.) I don't know. 

MR. : I have no idea either. 

MR. : We don't have enough records at this stage to know - SEN. FAIRCLOTH: Thank 
you. 

SEN. RIEGLE: Although HI repeat again, and youll read.it from this Federal Registry (sic): 
"The independent special counsel has two authorities. One authority is for criminal 
prosecutions. The other authority is to proceed with civil actions." 

Now, the civil authority doesnl relieve any other regulatory body of whatever civil action 
they might appropriately take. But the point is, the special counsel has the specific grant of 
autfiority to proc^ down both tracks. And it's laid out four different times in this charter of 
responsibility, and it's a very important point 

SEN. D' AMATO: Will the chairman yield? Just on that point, because to be quite candid 
with you, until the chairman read the grant of audiority, I was given to believe that die 
special counsel would confine himself to the criminal side. Fm not suggesting to you that the 
grant may not give him broader powers. I would diink it would behoove us, and Fm not 
attempting to get die exact language determined now, but if we could not, send a letter from 
this committee and ascertain, indeed, will he undertake the review of various civil matters, 
such as the one brought up as it relates to this last matter that Senator Fairclodi brought up, 
and there are some others. I think that would at least set die record straight and we might 
want to put that to him and, again, have our counsel work together to put forth the 
appropriate question. But I think we should determine, indeed, is that the case. 

Secondly, I make a quick point, and I beg the indulgence of my colleagues, by stating, I think 
diat if you notice, at least where I have been attempting to take this, and I think some of my 
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colleagues, we*re attempting to ascertain what if anything did the RTC, did the FDIC, do in 
connectioa with these matters. That it not at variance with the charge of die special counsel. 
We are not, in attempting to find out what was done and what wasnH done, in ai^ wiy 
disturbing his investigation. I think we have an absolute right to know what was done. We 
have an absolute right to know the appropriateness of the action, so - 

SEN. BOXER: Can I have a po int of piecylure ? ^<1>oe e tim e are we on? I just was - Tve 
lost track. 


SEN. D*AMATO: Well, Tm going to do it one way or the odier. 

SEN. BOXER: Well, I don't have any objection to your doing it Fm just confused, b dus 
Mr. Fairclodi's time that you're on? Or b dib added time, so we can all get added time? 

SEN. D'AMATO: I asked the chairman if helvouldfi^^^ me so I could - 

SEN. RIEGLE: He asked the indulgence of the chair and Fm going to let him finish his point 

SEN. BOXER: Okay, fine. 

t ^ . 

SEN. RIEGLE: And then we!ll move to die next person here. 

SEN. BOXER: I was just checking 

SEN. D'AMATO: So, again, this b not an attempt to do anydiing oAer than to see what has 
been done to date by those ywous agencies diat have the collective and die individual 
responsibility to deal with these matters. IhaFs one. And secondly, it would seem to me that 
it might clariQr die issue - certainly I was led to believe, and miybe incorrectly so, diat die 
special counsel was not going to look into civil matters. I diink ifs important for us to 
ascertain that 

And so I put that to the chairman that possibly we review that matter. Fm not lookmg for an 
answer at this time ~ 

SEN. R1E<H£: Well, Fm going to just - Fm going to take a minute and just read it mto the 
record because I donH want it to.be - 

SEN. D'AMATO: No - 

SEN. RIEGLE: I know, but ifs important, and the words are on paper, and this is the official 
charter. And Fm going to read from page 5221 of the Federal Registry of Fdiruaiy the 4th of 
this year, and Fm going to just read three or four different lines here that appear m different 
places, and here's the first one: Hie attorn^ general has appointed diis independent counsel 
to investigate whether any individuab or entities have committed a violation of any federal 
law or civil law.” And then it goes on in that veiiL And then over on the next page it si^s 
again ”... have committed g violation of any federal criminal or civil law relating to ...” And 
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then again it says ”... any violation of any federal law or civil law.” And it says it one more 
time further on down the line here. 

So it's clear — my interpretation of this is that this does not relieve any regulatory body of 
any proper actionable efforts that it should properly undertake and determine to underuke, but 
it says foat the special counsel clearly has the authority to move down both tracks if in his 
judgment he should find that that is wa rranted. And ifs a very important fact. 

SEN. DOMENICI: Mr. Chairman ~ 

SEN. RIEGLE: Senator Domenici, let me just say the time — we're at the point now where 
either you or Senator Gramm will get to ask questions, and you — you're both here, and I 
don't know if either of you have a ~ one will follow the other, but will either of you have a 
time problem as to who go<^nr^ 

SEN. DOMENICI: Well, I just wanted to ask you with - on diat question on your charter 
interpretation there, or reading ~ 

SEN. RIEGLE: It's not an interpretation, it's v^at - ifs the final rule that was laid down on 
the — 

SEN. DOMENICI: Well, what is - what is the special prosecutor supposed to do if he finds 
civil law violations? 

SEN. RIEGLE: He has the full legal empowerment to take whatever actions he deems 
necessary - and all the investigative .and prosecutorial authority .to do so. I mean, diis is an 
absolute charter. 

SEN. DOMENICI: Well — well — diank you very much for that 
SEN. RIEGLE: You can take a look at it 

SEN. DOMENICI: Senator Gramm, I have a little bit of time, although Fm late for some 
events. But if you want to go. III let you go and I'll follow. It — Will there be another one 
from the other side that has not inquired yet? 

SEN. RIEGLE: No. You are the last two that have a chance to question, so - 
SEN. DOMENICI: Well, go ahead. Could you keep it brief, senator? Short? 

SEN. RIEGLE: - and then well go back and forth, senator. SEN. : No. 

SEN. DOMENICI: No? (Uughter.) 

SEN. RIEGLE: Senator Gramm. 
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SEN. PHIL GRAMM (R-TX): You want to go ahead? 

SEN. DOMENICI: No, you go. You got the time clock right there. 

SEN. GRAMM: Let me begin. Pve just got a simple question that I want to ask of most of 
the members of the panel, and let me just read it hb, Altman, I want to ask you first Have 
you or any member of your staff had any communication with the president, the first lady, or 
any of dieir rq>resentatives, includihg~9imnegaTMunM orlii^ member of their White House* 
staff, concerning Whitewater or the Madison Savings and Loan? 

MR. ALTMAN: Pve had one substantive contact with White House staff, and I want to tell 
you about it 

SEN. GRAMM: Oki^, let me, if I n^, just - givM dial *y<s" I'd like to know what die 
substance of the communication wa^ when iToccurr^ v^o'imdated it, and what you were 
asked to do. 

MR. ALTMAN: Right First of all, I initiated it About three weeks ago, Jean Hanson, who 
is Treasury's general counsel, and I requested a meeting with Mr. Nussbaum — he*s the White 
House counsel. 

The purpose of diet meeting was to describe the procedural reasons for the then impending 
February 28di deadline as far as die then statute of limitations was concerned. Fm sure you 
know that that statute of limitations has subsequendy been retroactively reinstated for certain 
types of civil claims. And we explained the process which the RTC would follow in reaching 
a decision before that February 8th deadline, diat it would be exactly identical to procedures 
used in any other case s, any other PLS case, and that the RTC fundamentally would come to 
a conclusion as to whedier or not diere existed the basis for.a claim or whether diere didn't 
And in the event that the basis for a claim existed, then it would pursue either a tolling 
agreement which is the equivalent of a voluntary extension of the statute of limitations from 
the parties at interest or it would file that claim in court That was die whole conversation. I 
was asked one question. That was question was whether we intended to provide die same 
briefing to attorneys for die parties at interest I said I assumed so, went back — (inaudible) 

— and checked with the RTC geneial counsel The answer was in due course. 1 said fine. 
That was it I have not had ai^ contact with the president of the United States or the first 
lady on any matter like this. 

; . I .. 

SEN. CTAMM: If I may, let me pose die same questiqn to Mr. Hove. Have you or any 
member of your staff had any conununication - 

SEN. RIEGLE: Mr. Hove, let me just - 1 dont know if you know. This question's being 
addressed to yon. 

SEN. GRAMM: Have you or any member of your staff had aiQf communication with the 
president, widi die first lady, with their representatives, including legal counsel, with members 
of their White House staff concerning Whitewater or Madison Savings and Loan? 
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MR. HOVE: Our director of the Office of Commimicatioiis at the FDIC had received a call 
from e press person at the White House after the second article appeared Hie Chicago 
Tribune regaling the First American issue. Th^ asked, did we have any statement? And 
the response given to the White House was, no, we did not have any statement 

SEN. GRAMM: So th^r were asking you to respond to die press statement? MR. HOVE: It 
was Mrs. Clinton's attorney. 

SEN. GRAMM: Mrs. Clinton's attorney - 

MR. HOVE: Fm sorry. It was Mrs. Clinton's attorney - 

SEN. GRAMM: called you? 

MR. HOVE: It was MrsTTIiHitoirs altofn^ thafcilT^ Ihelf^ICO^^ of Communication. 

SEN. GRAMM: So Mrs. Clinton's attorney called the FDIC and asked you to respond to a 
press — 

MR. HOVE: No. no, thafs npt what he said. 

SEN. GRAMM: Well, Fm asldng the question. 

MR. HOVE: Yeah. No, but that - but - 

SEN. GRAMM: Fm not trying to speak for you. 

What did Mrs. Clinton's attorney ask you to do? 

MR. HOVE: Th^ asked did we have any statement, and we responded, no, we did not have 
a statement 

SEN. GRAMM: Would it be normal that someone's - did this attorney work for die federal 
government? 

MR HOVE: No. This was Mrs. Clinton's attorney. 

SEN. GRAMM: When did this call occur; do you know? 

MR HOVE: After the second, article appeared in die Chicago Tribune, and I can't tell you the 
date of that It's been in the last, what, two weeks or so? I don't know. 

. • . . A.X 

SEN. GRAMM: And you were asked if you had a response that you were going to put out on 
it; you said no. 

MR HOVE: That's correct We responded to the first statement, the first article that appeared 
in the Chicago Tribune, pointed out the errors of that article, that it was not an FDIC matter. 
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exactly the same thing that I re^nded to Senator Faircloth. 

SEN. GRAMM: And to the best of your knoMedge. youVe had no other communication, you 
and your stafThave had no other communication with all the people that - 

MR. HOVE: Thaf t correct 

SEN. GRAMM: Let me pose the same queslido to Mr. Fiechter and to Ms. Ford. 

MR. FIECHTER: To the best of my knowledge, I know I have and OTS staff has had no 
communication whatsoever with anyone from the White House about this or that list that you 
included in your question. 

MS. FORD: No, the Oversight Board nor I have had any involvement in this matter. 


SEN. GRAMM: Let me raise a second question, and ifs a thing that Tve tried to understand 
in looking at where we are and what we need to do to get on with finishing this matter. Part 
of the problem diat we have had in the past with regard to congressional hearings and 
congressional involvement really has involved two diings. One has been die granting of 
immunity by congressional panels for people who would testify. The other is that under the 
Constitution, the testimony of a member of Congress is a privileged matter that is given 
special treatment In this case Fm not aware that anyone in holding a congressional hearing 
or looking into diis matter would be talking about - 1 don't know of a committee that would 
be empowered to grant immunity. No such resolution has passed the Congress. We're not 
talking about a member of Congress, where diere's special constitutional provisions. Fd like to 
just pose the question: What would be wrong with letting members of this committee that 
have oversight responsibility look at the records in this case or any other case where we have 
oversight responsibilities? Mr. Hove, let me pose diet to you and Mr. Altman, and dien I see 
my time is up and Fll stop. - • . 

MR. HOVE: Our position is that we will make access available, and we have, to 
Congressman Leach, to all information diat is, again, non-confidential documents. 

SEN. GRAMM: How would you define what is confidential? 

MR. HOVE: Again, those that would — (pause) — those that would involve privacy 
information that would be non-germane to this issue. 

SEN. GRAMM: And you would make th^ judgment? 

MR. HOVE: Yes. 

SEN. GRAMM: Mr. Altman? ; . * ^ 

MR. ALTMAN: First of all. Senator, we have already provided volumes of documents to the 
Congress. Senator D* Amato referred at the veiy be^nning to documents he received last 
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evening, end I would have liked him to receive them earlier, but we only got the request last 
Friday. 

But in terms of Congressman Leach, who has also received those documents, he has had them 
for some time - if my memory serves, 6,500 pages - the RTC has been asked not to make 
information about criminal referrals in the Madison matter public, and ifs standard practice 
not to release information of that kind or any other which might compromise a criminal 
investigation. And of course, we're cooperating with the independent counsel to try to assure 
that we don't release any information v^ich would jeopardize his investigation. And as I said 
earlier, I would think you would not want us to do that in order that that investigation should 
proceed as it should. 

SEN. GRAMM: Mr. Chairman, if I could have your indulgence, Fve got here a text of a 
newspaper article in Phoenix that contradicts something that Mr. Hove said, and Pm sure he 
doesn't want to let it stand. lVe got~a r^j^nse,~*apparenUy*aRe^^ second article, where the 
agency - the FDIC did in fact make a statement. It says the agency said Mrs. Clinton's 
involvement in the case was not extensive enough to constitute a conflict of interest under 
rules governing federal regulation of savings and loans. Fve got this if you would like to see 
it 

MR. HOVE: Was that after the second - we made a comment - we made a public comment 
after the first article appeared - 

SEN. GRAMM: lliis is 2/16/94. 

MR. HOVE: Okay, and I dont know when those articles appeared. SEN. RIEGLE: Why don't 
you take a look at it, and let's go to Senator Domenici and Aeo - 

SEN. GRAMM: (Aside ) ~ When did the other one occur, what's the date on the other one? 

MR. HOVE: Senator, we commented after the first article appeared to correct any 
inaccuracies dial was in the report The involvement that Kte. Clinton had in that case was, 
again, as I mentioned to Senator Faircloth, that she signed an amended complaint for her 
partner, Vince Foster, who was the attorney who was involved in the case. That involved two 
hours that was billed on Mrs. Clinton's part on that case in which die signed die amended 
complaint As far as we can determine from the records we have, that was die involvement 
that she had had, and diafs what we released at the time. 

SEN. GRAMM: Well, if you would take a look at this and just let us know in writing if this 
was the second one, how the re^nse was made,' who made it, why they made it, it'd be fine. 
Thank you, Mr. Chairman. 

SEN. RIECHJE: Senator Domenici. 

SEN. PETE V. DOMENICI (R-NM): Mr. Altman, Stanley Tate (sp) was nominated by 
President Clinton to head the RTC, and while preparing for that co^rmadon he was at the 
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RTC in i consulting capacity. That's all true, isn't it? 

MR. ALTMAN: Yes, sir. 

SEN. DOMENICI: When he withdrew his nomination, he attempted to release to the public 
materials he had prepared containing the RTC operations. Are you and the board familiar 
with die document that I refer to? 

MR. ALTMAN: Generally, sir, yes. 

SEN. DOMENICI: Why did the oversight board prevent Mr. Tate (sp) from releasing that 
document? 

MR. ALTMAN: Well, first of all, it was releas^ 

SEN. DOMENICI: Well, you released it - when he left it was not released and you claimed 
it should not be released. But then eventually you provided the document to Senator 
D'Amato, I believe, or my office, but that was December 23rd, 1993. Why was it not 
released when he wanted to release it? 

MR. ALTMAN: Well, senator, my recollection is that it was released rather prompdy. Mt^be 
not the day after he submitted it, but as a federal employee - consultant, the materials 
properly would be — were reviewed by his superiors before being releas^ But I diink die 
point is they were released in ^rt order. 

SEN. DOMENICI: Well, did the RTC or die oversi^t board alter, edit, or sanitize this 
document before rdeasing it? And let me say if not, why did Dietra Ford, oversight board 
executive director, send a memo - and I have diat — dated November 30th to you about these 
materials which included the following sentence: Tm forwarding the enclosed so that you can 
see the original materials and fully understand the disaster we narrowly avoided." Those last 
— that last sentence is a quote. What was the disaster that Mrs. Ford was referring to? Was 
this a reference to Madison? If it wasn't, fine. If it was, I think miybe we ought to know 
about it 

MR. ALTMAN: Senator, you should ask Mis. Ford that question. 

SEN. KERRY (7): You may not like die answer, but — f 

SEN. DOMENICI: Well, I just got this letter, and it deserves an answer. If if s not what I 
want, thaf s fine. Thaf s what we're here for. 

MS. FORD: We received the 200-page document the morning of his press conference, and we 
had only a quick time to take a look at it at the Oversight Board. The deputy general counsel 
of the Oversight Board and I advised - 

SEN. : Pull the microfdione up. * . . . 
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MS. FORD: We tdvised Mr. Ttte that the material should be reviewed by the Oversight 
Board staff, myself, as well as the interim CEO, Mr. Altman, before they are released to the 
public and that he was a federal - special federal government employment and, therefore, he 
was subject to the rules that apply in terms of ethics, the Office of Government Ethics, that 
applied to the release of documents which he obtained during his tenure as a federal 
government employee. 

SEN. DOMENICI: Well, whitfs^'^afyouFlct^^^ says. 

MS. FORD: Thafs right 

SEN. DOMENICI: But what was the "disaster that we narrowly avoided"? 

MS. FORD: It was my interpretation that, to release those documents before anyone in the 
Oversight Board staff, die attom^s itivolved, or •• v^oluivise us, have a chance to look at 
them, was inappropriate. And that's my choice of words — "disaster." I think ifs 
inappropriate to release documents before we know what they contain. 

SEN. DOMENICI: I thank you. 

Let me quickly move to a couple of other ones if I might Mr. Altman, I think you told 
Senator Bond that you would not m^e available any documents, that, quote, "would have a 
negative impact on the legislation," closed quote. 

MR. ALTMAN: No, I dont think so. 

SEN. DOMENICI: No? 

MR. ALTMAN: I said - I think I said that we would try not to release any documents that 
would have a prejudicial effect on the investigation. 

SEN. DOMENICI: Well, this committee held hearings on the failure of the Bank of New 
England in the context of an unsuccessful confirmation hearing on Bob Clarke. This 
committee explored in detail transactions related to that bank. Voluminous documents were 
made available. Maybe this is distinguishable, but it seems to me that the same question 
could be asked here. Why can't you release all of these documents for this kind of hearing? 

MR. ALTMAN: Senator, we have had •• or I am advised we have had a couple of 
conversations with Mr. Fiske, the independent counsel. He has asked us not to release any 
documents that could jeopardize his investigation. I don't know why you would want us to 
do that, to jeopardize his investigation. We certainly dont want to. 

SEN. DOMENICI: I dont want you to. 

MR. ALTMAN: And we're respecting his request 
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SEN. DOMENICI: But if 1h« special prosecutor has no objectioii to the committee beiaf 
provided copies of documents, can the committee then count on the RTCs ftill cooperation in 
providing them. 

MR. ALTMAN: You should direct that questioo to Mr. Piske. 

SEN. DOMENICI: No? If hejm no olgect^ Ihen can we count on you to release them? 

MR. ALTMAN: I think the answer is yes. 

SEN. DOMENICI: Does the RTC have an inspector general? 

MR. ALTMAN: Yes, sir. 

SEN. DOMENICI: Has the inspectof ^eral ihvmfigi^ die conHict-of-interest allegations 
regarding die Rose firm? 

MR. ALTMAN: I don't know the answer to that 

rm nearly certain ifs no because, as you know, it wasn't die RTC that ever had any retainer 
relationship or other relationship with die Rose firm. . 

SEN. DOMENICI: But you're kind of the natural successor to what wmt on there^ and I 
believe - 1 think when you took over you began some investigation of that Well show you 
that in a minute. But my question is» if ^ FDIC agreed to have its IG look into Madison, 
would there be any reason why you wouldn't? 

MR. ALTMAN: I have no objection to the IGs looking into any matter that he sees fit to 
look into or that he's requested on an official basis to look into. Thafs what he's there for. 

SEN. RIEGLE: Senator Domenid, I don't want to be arbitrary, but I do want to try to stay on 
the time clock if I can as we go back and forth, and well continue until everybody's had a 
chance to cover everything they want to cover todiqr. 

SEN. DOMENICI: Thank you very much, Mr. Chairman. 

SEN. RIECEE: Chairman Green^ian, I want to come back to the interest rate situation 
because we had an opportunity to talk die day that the Fed took its first step, after that was 
taken, and Pm concerned about the question of what has happened since and just your own 
expectations of what might happen, what has happened. You've made furdier public 
comments in a hearing recenUy. Vm just wondering, as you watch market reactions to the 
tightening move that the Fed made, are you seeing essentially what you expected or have you 
seen something that - particularly in terms of the uptick on the long rates - something that 
maybe you would not have expected? In other wor^ where, are we now, and how do you 
read what seems to be taking plm as a reaction to the Fed's policy adjustment? 

MR. GREENSPAN: Mr. Chairman, as Senator Sarbanes indicate rny expectation was on the 
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basis of what has historically tended to be the case, that the type of increase that we've had 
would initially lead to some small increase in long-term rates followed some edging off. 
Hiafs basically been the histoiy. other things equal, and thafs essentially what one endeavors 
to use so far as a forecast is concerned. 

What occurred in the interim was, as I indicated to the subcommittee of the House the other 
d^, is that there was a growing concern that after the torrid pace of economic growth in the 
fourth quarter, which is appamtly in die process of being revised up, that the possibility that 
we would not be moving to a much more moderate rate of growth was rising, and the first 
evidence that that was affecting market perceptions was when the Philadelphia Federal 
Reserve Bank released its monthly survey, wUch showed a significant increase in prices paid 
by manufacturers for the month - 1 suspect ifs early February. The point at which that 
release was made, the long-term rates were very sli^dy above where they had been previous 
to the February 4th move. But what occurred following that was a general belief that the 
pace of economic activity'mity turn out to be somewhat stronger than most of the people in 
the market had anticipated. 

And to repeat what I said at the House Banking Subcommittee, diet change m view in the 
market's perception led to a significant backing up of long-term rates, which is what typically 
happens when those types of expectations change. As I said then, my impression of how one 
should interpret that Philadelphia report is more an indication of a pick-up in economic 
activity because commodity prices tend to be reasonably good proxies for new orders and 
indeed I diink diafs i^at essentially diat particular report was showing. It is not a 
particularly good forecaster of inflatioo. And as I said at the House committee, we seem to 
be lacking the financial tinder that usually is associated with inflation accelerating when you 
get a significant pick-up in economic activity. ; . i . i ^ 

Fm agnostic at this stage. I think ifs too soon to make a judgment, but we will learn a good 
deal more as the data begin to come forward. 

SEN. RIEGLE: Well, but as I listened carefully to what you were sitying, it seems to me 
when you s^ you don't see the inflationary tinder and that you're sort of an agnostic, I mean, 
I gather you're saying you donT see, yet, a broad evidence of a build-up of inflationary 
pressure that realty worries you. I mean, I - or is that not a - 1 mean, put it in your words, 
but Fm just - 

MR. GREENSPAN: No, that is «ibstantialty correct Look, the reason that we moved on 
February the 4th, and the reason I said we may have to move again, rests on the issue of 
having deliberately put through a significant degree of accommodation in the money markets 
after 1989 because we perceived that there were special balance-sheet factors and other 
headwinds which required that we move the short-term interest, rates below where they 
normally would resi^ And when it became apparent that die adjustments that we tiiought 
would occur and in fact have been occurring in the balance sheets got to a point where the 
economy could start to regain its momentum and gain a degree of expansion which seemed to 
be well entrenched, at that point the need to have excessive accommodative policies no longer 
exists. The issue is not, do we see inflationary pressures emerging, BUT whm is the reason 
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why we would wint to keep the level of eccominodatioa et i point where histoiy tells us, if 
extended indefinitely, eventually does engender inflationaiy pressures. So, ifs the issue - 1 
would reverse the question, not do we see inflationaiy pressures, but ydiat reason would we 
have, once the recovery seems well entrenched, as indeed I believe it is, would we wish to 
keep an excessively accommodative stance? That is not a statement which says we are 
setting inflationaiy pressures emerging; indeed, as I said in my prepared remarks to the House 
committee, when we actually see inflati onaiy forces emerging in the way of price changes 
which are clearly evident, the one thfiigl^fe sure at that point is we are very far advanced in. 
the process, and histoiy tells us that dial type of poliqr which we engaged in much too often, 
is wholly inappropriate to maintaining long-term economic stability. 

SEN. RJECH.E: Well, let me just say to you I find that a veiy important clarification and 
point that youVe just made. And I think it puts this in a somewhat different light than some 
of the Gommentaiy, I think, has given to it because what I hear you saying is is that you've - 
you've had a monetary pdlT^ thlTfilFbeen' ov^~iccomm6dative in order to try to get sort 
of the engine going again and that you overcorrected in a sense — 

MR. GREENSPAN: Deliberately. 

SEN. RIEGLE: - deliberately. And now that it has gotten the traction that it needs to have, 
as far as you can tell, you're taking back some of that overcorrection but not for reasons of 
the fact that you see this inflationaiy tinder building up here. 

MR. GREENSPAN; Precisely. And, in fact, Pve tried to make that point every time Pve 
stated this, and I somehow don't seem to get it across as well as I think I would like to. 

SEN. RIEGLE: Well. I think you got it across pretty, well right now, and weVe got a pretty 
good sized press table diat I hope will have gotten it down even though ifs 20 to two, which 
is sort of a late hour for us to dl be meeting here ~ (laughter). But I thank you for Aat I 
think that's a very important distinction, and I think ifs important for the economic ^stem 
and the markets to understand what you've just said. 

Senator D'Amato. 

SEN. D'AMATO: Thank you, Mr. Chairman. Mr. Chairman, I We to say to Mr. Altman 
that I would like to go back to a question that Senator Gramm.brought up and - as it relates 
to any meetings with White House staff or counsel. Mr. Altman, I think you said that you and 
a — an official from Treasury spught out Mr. Nussbaum. Is that — is that correct? 

MR. ALTMAN: Yes, I did. 

SEN. D'AMATO: Could you tell us why? In odier words, I have difficulty understanding 
why it is you felt compelled to seek out the White House counsel. 

MR. ALTMAN: Solely to ensure — 

SEN. D'AMATO: Solely to - ? 
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MR. ALTMAN: Soldy to be sure that he understood the legal and procedural framework 
within which the RTC Was working. And if you recall, as I said at that time, it was a 
February 2tth date which wu the subject of m^or attention in the Congress and in the press. 
It's not uncommon of meetings of that type to take place. And Fd describe it as a "heads up" 
and a very stiff conversatioo. 

SEN. D'AMATX): A "heads up". I n w hat connection ^uld Aat heads up be? You mean that 
the statute of limitations was running? 

MR. ALTMAN: No, diat they should be aware of the internal processes and the types of 
criteria which the RTC was going to be following in order to reach a decision by F^ruaiy 
28th. 

SEN. D'AMATO: Was any representatives of the president or Mrs. Clinton or any legal 
counsel - which I think would be appropriate - sp^ihgld' tHTcbunsel for the RTC, or 
people handling this particular — this particular matter? I mean, was there any legal 
representation going on? Was this — you just called diem? Did they have any 
representatives, any counsel who may have been meeting with staff people or talking to staff 
people? 

MR. ALTMAN: I was accompanied by our general counsel. Treasury general counsel. Mr. 
Nussbaum had his assistant with him. And Mr. Ickes and Margaret Williams were both at the 
- there at the time. 

SEN. D'AMATO: Oh, Ickes' is in it, huh? 

Let me ask you diis: Prior to this meeting, was diere any representation - was there any 
counsel that was being given representing the president's interest or Mrs. Clinton's interest or 
anyone else that you're aware of as it rdates to die matter that you went to brief them on? 

MR. ALTMAN: No, not to my knowledge. Nor were there any substantive conversations - 
subsequent conversations. 

t SEN. D'AMATO: Did anyone request this meeting? 

MR. ALTMAN: I requested the meeting. 

SEN. D'AMATO: Was there ariy other meeting that mqr have been requested? 

MR. ALTMAN: No. 

SEN. D'AMATO: There was no. other meeting that you are aware of that the White House 
counsel requested? 

MR. ALTMAN: No. 

SEN. DAMATO: Or anyone else from die White House? 
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MR. ALTMAN: No. 

SEN. D'AMATO: Mr. Ickes? 

MR. ALTMAN: I had no subsequent - I received no subsequent requests for meetings. 

SEN. D'AMATO: Well, what about private counsel? Did private counsel - 1 find it hard to 
believe that there was no private counseH Are you s^ing to me that there was not even 
private counsel that was meeting with staff lawyers at some level? 

MR. ALTMAN: Not to my knowledge. Senator. 

SEN. D'AMATO: Ms. Ford, do you know of any? 

MS. FORD: No, Tve had no mvolvement 

SEN. D'AMATO: Let me turn to the RTC report which was dated February Sth, which we 
received last evening about 9:00 — Resolution Trust Corporation - and say to you that, in 
reviewing this document, I think it goes a little further - does a little better job than the one 
that came out of FDIC. I found it interesting that in its conclusion on page five and six, in 
its summary before it reaches its disposition, it says. A, Rose represent^ Madison prior to 
its failure; B - and I am not reading the whole sentence - Rose represented the FDIC/RTC 
subsequent to the failure of Madison; C, Rose did not diklose its representation of 
Madison before the Arkansas S^urities Department to the roiC or the RTC. Furdier, it did 
not report possible conflicts involving the brotfier-in-law and father-in- law of Webb Hubbell. 
And, by the way, Fm going to, Mr. Hove, read something to you thafs quite illuminating. 
You better have your lawyers take a look at diis. And when it gets all ^ne doing durt, it 
s^s, based on the factual coiiclusions in the RTC conflicts rqwrt — it says we send it to 
counsel. 

Now, I have to tell you that 1 am going to ask — because you have no conclusion. It just 
says. These are the facts; these are the facts, fellows. Now, you do with it what you want* 
and sends it to counsel - general counsel. Fm going to ask Aat this report and any other 
relevant material that was gathered by those who were working on it submitted to the 
inspector general. And as youVe indicated before, you certainly wouldn't say, "I don't see any 
— how that would impede anybody or anytfiing.” But I certainly would feel more comfortable 
that it goes to the inspector general as opposed to the general counsel. And I think it would 
guarantee the integrity of the review, certainly in this senator's mind and I diink in others. 

MR. ALTMAN: Fine. 

SEN. D'AMATO: I thank you very much. I see that my time has expired. I have another 
observation to make, and FU do that after - at the appropriate time. 

SEN. RIEGLE: Senator Kerry? 
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SEN. KERRY: Well, let roe ask my colleague, is that going to be the last - 1 mean, or is 
there intention of colleagues to go a whole other round? 

SEN. D^AMATO: I think some colleagues have some other questions, and thqyll raise them 
whenever - 

SEN. RIEGLE: I think maybe we* re going to have one more go- around here with diose that 
are left who want to do so. And dien i‘£mir we're probably done here. 

SEN. KERRY: It was my understanding that we were going to have another hearing here in 
10 minutes, which Fm also supposed to participate in. Fm just curious what the plans of the 
chairman are. If my time could not - Fm just - 

SEN. RIEGLE: They have a different room that they're meeting in - 

SEN. KERRY: All right So diafs - 

SEN. RIEGLE: — so that we won't run into a room conflict. But we are late in the day, and 
the witnesses have been here a long time. So my intention would be to finish up a round here 
where everybody gets another turn at bat 

SEN. KERRY: Well, maybe I could ask another - just prOcedurally. I don't want to really 
use my time at this point But it seems to me that mqybe we could ask if anybody has any 
more questions to ask of the chairman of the Federal Reserve, because it seems not a great 
use of his time to sit here if all we're going to do is talk about another subject 

SEN. DOMENICI: I — is my turn imminent here? Or do I haye.a long wait? 

SEN. RIEGLE: Let me get my batting order here. 

SEN. DOMENICI: Because I dont want to keep him a long time, but I wanted to - 

SEN. RIEGLE: Actually, you follow Senator Bond, who will come after Senator Kerry. Then 
well come back to Senator Boxer. So actually there are — 

SEN. : How long is your question? M^be diey would let you get that - 

SEN. DOMENICI: I don't want — I don't have a question of Mr. Greenspan. I just want to 
state for the record that, frankly, I believe the actions you took over die last three or four 
years have a great deal to do with the status of the American economy. I frankly believe you 
were subject to some undue criticism, but if we have a solid recovery, I think ifs very 
signiflcantiy related to the conduct of the Federal Reserve over die last 3-1/2, four years. 

I 

Maybe President Bush would have lik^ it differendy, maybe Pick Darman would have, 
m^be it all could have happened earlier, but nonetheless, I think you're somewhat 
responsible, so I trust you at least on what you're doing now. 
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SEN. RIEGLE: That reminds me a little bit of watching tome of that Olympic skating 
oompetitioii last night when they throw the bouquets out on the ice. You just threw a nice 
one to the chairman. Senator Kerry? 

SEN. : You were critical of him. You wanted to loosen up even more. 

SEN. RIECHJS: Well, the other day I think my comments were comments that reflected some 
understanding as to what the cfiaTimih's trying to do, and I think he's put additional light on 
diat today. I don't think this chairman wants to strangle the economy. I'm speaking of 
Chairman Greenspan, and, you know, sometimes you can do that and not intend to. But I 
think he's trying to be as prudent as he can be. Senator Kerry? 

MR. GREENSPAN: Excuse me. Mr. Chairman, is Aat - (inaudible)? 

SEN. RIEGLE: Are you Can you taka' yoiu bouqiMrt~and go? (Laughter.) Yes, you 

can. Senator Kerry? 

SEN. BOXER: You get a 5.9 from me. 

SEN. RIEGLE: Senator Boxer gave you a S.9. (Laughter.) 

SEN. BOXER: You skate so well (on the ice ?). 

SEN. RIEGLE: Especially on die technical portion of the - (laughter) - of die program. 
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xxxpiogram. 

SEN. : (Off mike.) 

SEN. RIECHX: Senator Keny? 

SEN. JOHN KERRY (D-MAJfMr. Chtunhan. Fm not sure I have time to stay through the 
whole process here, so I may review the bidding here a little bit But just speaking as a 
former prosecutor, one of my colleagues over here was soft of questioning the duality. I can 
tell you, as a person who has presented evidence to grand juries and who has spent some time 
putting cases together, that there is nothing worse than having dual tracks, witness confusion, 
various statements appearing in public, multiple copies of documents moving around. I would 
be very surprised if Spe cial Pro ^utor Fiske decided to do it It certainly wouldn't be a 
judgment that I made to make tfimc^'publicltrdre middle of inl^ because it 

inevitably taints somebody's something and it creates a very hard process for pursuing a track. 
What astonishes me here a little bit — and I want to reiterate it - 1 mean, weVe got $150 
billion problem here which taxpi^ers are paying for. They're already angry enough about us 
wasting their time and duplicitous process. And here we are, frankly, with very important 
people in front of us having spent a morning not really examining where that $150 billion 
went, not talking about it, but dealing instead with politics. And diafs what this really comes 
down to, ifs politics. It's totally uimecessary. In the context of the gentlemen who has been 
made a special prosecutor, a Republican appointed by a Democrat - and let me just share 
with colleagues again quickly something i^ut Mr. Fiske. This is an article from the New 
York Times right after he was appointed: "Robert Fiske's reputation for integrity and 
thoroughness is so entrenched that if he finds no wrongdoing during his investigation of the 
Whitewater affair, his findings could put rumors about Bill and Hillary Clinton's business 
dealings to rest The choice is one tto you simply cant argue with,' said former Treasury 
Secretary Nicholas Brady, a close ftiend of former President George Bush and a college 
classmate of Mr. Fiske's more than 40 years ago. *He's one of those guys who has alwi^s 
conducted himself with integrity.*” The article goes on to say that: "Mr. Fiske, a 63-year-old 
Wall Street lawyer, earned his rqmtation by being an aggressive prosecutor. If the Clintons 
have something to hide, he could pose a formidable problem. If be lives up to his billing, at 
the very least his investigation will disrupt the lives of the first family.” 

Now, if thafs not enough* if we don't have the patience to allow him to do his job and sit 
here and adc relevant questions about $150 billion, we ought to ask what we're doing. I 
mean, this is why the taxpiqrers get to fed up because all we do is dig into politics. And 
there's a huge distinction between this case and prior cases because we are not looking at a 
current situation where die president is currendy making decisions about current money being 
spent or current policy. This is something that happened ^en he was governor — if 
D^atever happened happened ~ and I suggest that this prosecutor has the ability to get at it 
If he doesn't Fll join with Senator l^Amato, Fll be one of the first people - 1 think I have a 
good reputation here on the basis of BCCI and Noriega and odier investigative efforts in 
pursuing tilings. But I think back to the time that I was trying to do that I didn't have any 
help from the other side of the aisle. We did not get subpoena power. We did not have die 
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ability to have a full-fledged investigation in this committee on that And I sat here with Tim 
Winh and we tried again and again to get an extension of the liability. We also tried to get a 
special prosecutor. Most of my colleagues making a lot of noise about this now opposed 
having a ^>eciai prosecutor. So I just think fair is fair at some point in this business. We all 
understand the game and we all understand what happens. But it seems to me that to take a 
150 billion dollar fiasco and relegate it to a second tier for this 194 state-run •• who was the 
primary regulator of this institution originally? MR. : The - originally it was the Federal 
Savings and Loan Insurance Corporation^ and dien later OTS. 

SEN. KERRY: So it came to the federal government secondarily. And, I might add, for two 
years this case was closed. It wasn't until six weeks before the election — and we ought to 
ask some questions about this — that suddenly, when Bill Clinton was the nominee for 
president of the United States, that there was a criminal referral to the RTC, not until six 
weeks before the election. For two years while my friends controlled die elements of 
regulation, nobody was asking die' questions that ar^eing askedTere today. 

So Fm not saying questions shouldn't be asked. I am saying we absolutely ought to get to the 
bottom of whatever took place. We ought to understand all these institutions because it's a 
sorry chapter in American politics. But that's going to happen, the 25 FBI agents and 
depositions and documents being made available, and the taxpi^ers of this country do not 
ne^ us jumping all over each other for political purposes, avoiding the real issues that they 
would like us to dig into. And I don't think much more needs to be said beyond that 

SEN. RIEGLE: Senator Bond? 

MR. : Mr. Chairman, may I make a correction? 

SEN. RIEGLE: Yes. 

SEN. KERRY: I think Senator Kerry asked who was the primary regulator. The primary 
regulator was the state of Arkansas. 

SEN. KERRY: Well, that was what I was getting at The primary regulator was the state. 

MR. : Exactly. And die primary federal regulator was FSLC and OTS. 

SEN. KERRY: Correct So the issue of federal nexus here in terms of decisionmaking is only 
by transfer, not by original jurisdiction. So what we're doing is secondary to die third tier. 

SEN. RIECHf: Senator Bond? 

SEN. BOND: Mr. Chairman, for the benefit of my friend from Massachusetts, I am going to 
submit a chronology and some questions for the record to the RTC to answer. I recall it was 
Jerry Brown of California who first raised the question during die 1992 campaign,.but we all 
will be able to benefit from these questions, which are along the lines that Senator Kerry 
raised. I also have a series of questions for the FDIC and for the RTC which follow up on 
diese other questions, but in the time remaining I do want to pursue a couple of items. When 
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wt last talked. Mr. Altman, you said that normal procedure would be for the RTC to seek out 
and acquire records wherever they were. Now. if the RTC under your direction were 
requesting records from the first lad|y at the White House, a rather high-profile event, would it 
not be customary for them to advise you that th^ were requesting records in the possession 
of the first l«br? 

MR. ALTMAN: Senator. I don *t get utyolv^ in any substantive aspects of any PLS case, 
particularly — or including documeiitt that ttcy miQT seek. SolSieyVe never brou^t that to 
my attention since Tve been in this job. and that goes right through todqr. 

SEN. BOND: So you wouldn't expect them to tell you. 

MR. ALTMAN: No. I wouldn't 

SEN. BOND: I find that* remarkabl^ln a ndiinil criminal referral case, the RTC creates and 
retains an inventory of pertinent documents used to make die case. As I understand it. at least 
one version of the inventory has been provided to some members of Congress. Could you 
furnish to this committee the latest, most up-to- date inventory and provide the hearing - for 
the hearing record along with the previous versions? Would you make diet available? 

MR. ALTMAN: Last evening we supplied the - 6.300 pages of information to Senator 
D'Amato's office, as we had some time earlier to Congressman Leadt SEN. BOND: And is 
that the entire inventory? Are those all the documents? You give new challenge to Federal 
Express and Overnight Postal Service to get the delivery of such a substantial stack of 
documents at the particular time, a new standard for deliveiy in package express. 

MR. ALTMAN: Well. I have here a list of the documents. 

SEN. BOND: b that the latest version? 

MR. ALTMAN: This is just a list of what the documents are. There's 6.S00 in total pages. 
This is a list of the documents we provided. 

SEN. BOND: If you could make one available for the record, we would like to have that Fd 
appreciate it 

MR. ALTMAN: Be delighted. 

SEN. BOND: Next when did you become aware of the RTC recommendations that further 
criminal prosecution be taken against Madison? 

MR. ALTMAN: Last fall I was advised that the question of a referral to the Justice 
Department was under consideration at the RTC. and as other members of the RTC staff will 
attest I said that normal procedures, with no delation wfaatsoevw. should be pursued, 
including chain of command procedures, in terms of reaching th^ conclusion. 
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I might tell you that typically decisions like that are made at the regional office level, and that 
it was in this case. 

SEN. BOND: Were you aware that the regional office had asked the national office to make a 
determination as to whether the Clintonsi' name should be in the new expanded referral? 

MR. ALTMAN: No. 

SEN. BOND: You did not know they were asking for the national office to make a 
determination on that? 

MR. ALTMAN: No. I was simply informed that this issue was on the table, and my reaction 
was — I had only one conversation about it — that normal procedure should be followed. 

That* s the way we're going to handle this thing from beginning to end. 


SEN. BOND: How was the White House notified of the referral? Was it from your agency? 

MR. ALTMAN: Thqr were not notified by the RTC, to the best of my knowledge. 

SEN. BOND: Nobody in your agency, to your knowledge, advised the White House staff that 
this was going to be a m^'or - this could be a mig<>t source of concern? 

MR. ALTMAN: Not to my knowledge. 

(Confers off mike.) 

Ms. Ford, do you know if the White House was notified by the RTC? 

MS. FORD: No, we have had no involvement at the Oversight Board whatsoever. 

SEN. BOND: When was the firm of Madison St Pillsbury put on retainer by die RTC, do 
you know? And for how long and what cost? 

MR. ALTMAN: 1 don't know that. Fm aware that that firm has been retained as outside 
counsel on this matter, but Fm. iiot aware of the date on which it was retained nor the retiviner 
arrangements. 

SEN. BOND: Will they review the potential of suing die various law firms who represented 
Madison or the board of directors? 

MR. ALTMAN: I dont know the answer to that question. 

SEN. BOND: We'd appreciate knowing that, if you could, later. And if there are other outside 
counsel or consultants hired in conjunction widi the case, we would tike to know that 
And finally, Fm advised that the list you have there is just an inventory of the documents 
provided to Senator D'Amato; it is not the complete inventory of the documents pertaining to 
Madison. And if Fm mistaken, in either event, we would appreciate receiving a copy of the 
inventory of the entire documents. 
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MR. ALTMAN: Well, Senator, Fm not iure I fully undeistand your question. But what we 
have released amounts to what weVe been asked for, less any documents that, in our 
judgment, could prejudice the investigation. I told you earlier that we*d had a couple of 
conversations - I haven't had them; Fm advised there were a couple of conversations with 
Mr. Fiske, with each side adung the other not to release information or take any other steps 
which would prejudice either side's investigation, and we're trying to adhere to that 

SEN. BOND: As I understand you have prepared an inventory. Fm not asking for the 
documents themselves, but I understand Aat you had prqiared an inventory and had furnished 
perhaps members of the House side, or others, with the inventory, not the contents of the 
documents. 

MR. ALTMAN: Any information, I assure you, diet we have supplied to Congressman Leach 
or anyone else - elsewhere in the Congress, wj^e deli^t^ to supply to you or anyone else 
here that would like them. 

SEN. BOND: Would that include an inventory, a cataloging, not the contents but a cataloging 
of the documents in the Madison case? 

MR. ALTMAN: We will supply you with any information to that extent that we can which 
does not get into areas that we think would prejudice the investigation. SEN. BOND: Thank 
you, Mr. Chairman. 

SEN. RIEGLE: Senator BOxer? 

SEN. BOXER: Mr. Chairman, Fd like to - Fm still working. 

SEN. RIEGLE: All right Senator Domenici, you're next in the order. 

SEN. DOMENICI: Mr. Altman, you spoke a while ago of your one contact with the White 
House regarding this, and you and your counsel went up to talk to the White House counsel. 

MR. ALTMAN: Yeah, one substantive contact 

SEN. DOMENia: Please? 

MR. ALTMAN: One substantive or meaningful contact 

SEN. DOMENICI: Yeah. Well, I assume — we're not arguing there that you had - you're not 
suggesting you had more than, one, are yod? 

MR. ALTMAN: No. Fm just saying that if you - you know, you run into someone in the 
hall - did you see that thing in the paper this morning? - Fm not including that 

SEN. DOMENICI: All right You said you were there to give a heads-up. What I understand 
the situation to be on average folks, a couple of them in my state that were bordering up 
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alongside of a statute of limitations becoming a defense, th^ were presented with a tolling 
agreement, and if they didn't sign it, suit was filed so as to toll the statute. Is that a rather 
fair assessment of the way business is done? 

MR. ALTMAN: 1 think Fd have to know the details of the matter. Senator. 

SEN. DOMENICl: Well, I guess what Fm wondering, are we getting the right perq>ective of 
why you did this? Did you go therel>^use‘y6u'wanted them to know that clearly they 
mi^t be asked to sign a tolling agreement, or to know that the normal process was that the 
toll ~ the statute's going to toll, and there's reasonable grounds to suspect something, th^ 
might expect a lawsuit? Or why else would you give them heads-up? 

MR. ALTMAN: The difference between this and a matter like the one you referred to is that 
I had been receiving - had begun to receive a lot of inquiries, including in writing from 
Congress, as to what procedurerthe RTC was'goingrto'follov^'and I wanted to give them the 
same sense of diose procedures that 1 was giving members of Congress. And I said to them 
nothing different Uian Fve said to members of Congress. 

SEN. TOMENICI: Well, I understand that, but I guess what Fm getting at is there must have 
been a reason for telling them that Congress was just siting the statute's going to run, what 
are you going to do, so you went over there to tell them that we*re going to apply the same 
thing we do in any other case? And that's the heads-iq> that you were giving them? 

MR. ALTMAN: Thafs right 

SEN. DOMENICl: Was it serious enough that you wanted them to know because there might 
be something diat they would be confronted with that was untoward as you applied your 
rules, like asking for a tolling agreement or filing a lawsuit? MR ALTMAN: Again, the 
essence of what we said was that die statute of limitations which then applied was scheduled 
to expire on February 28, 1994; that the RTC was going to make every effort to make a 
decision by that date. It could todamentally reach only one of two decisions, that there was a 
basis for a claim or that there wasn't If there was a basis for a claim then we would either 
seek a tolling agreement to permit more discovery and more prqiaradon or we would file diat 
claim in court 

SEN. DOMENICL Well the passage of the statute of limitations extension eliminates that 
problem as you have already indicated. 

I guess, Mr. Chairman, Fm having a litde difficulty with explanation because one vny of 
looking at it was that it was not a very meaningful or important meeting - diat he was just 
doing this so that he would be able to tell Congress he had told diem he's going to treat them 
the same way as others. I dont diink a man — you know, I know you fairly well — I doni 
think you would be going oyer there to just be able to send this letter to Soiator D*Amato 
diat says I have told the White House that they're going to be treated the same way as other 
people — 
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MR. ALTMAN: Senator, I did not know whether they knew of such procedures which as I 
say I was then communicating to members of Congress and it just seemed to me a litde odd 
to explain to a member of Congress that we're going to follow *XYZ* procedures and not 
have them ever be made aware of what those were, 

SEN. DOMENICI: Well, 1 want to close on this remarks by thanking you, Mr. Chairman, for 
holding these hearings. I hope the public understands the Republican response to Senator 
Kerry, you know, ifs almost an inraft to accuse us of not being concerned about oversight 
and that some how or another the other side is more interested in how the RTC turned out 
Frankly, that* s just borders on being a joke. This hearing, we have all your statements, we*re 
going to read diem. So we're going to know what you were going to say. If you sent it to us 
yesterday, our staff has probably read it already and theyll brief us so we're going to know. 
My last observation would be Aat ifs inconceivable to me Mr. Altman that you would really 
be concerned that the people involved in the investigation, whomever they are, whether it be 
the people in Arkansas, whether It i$e~oonfidantS7ifilie*Presidenfr^om^ Aat they would 
not know diat the statute of limitations was going to toll and that that presented a situation 
diat you had to advise somebody on. 

I just dont think anybody involved in this would not know dial 

MR. ALTMAN: Senator, I alM - I would agree with you. I can't sty for sure. I dont know 
what was in their minds. I doubt very much that di^ did not know about the statute of 
limitations. 

SEN. DOMENICI: Right 

MR. ALTMAN: What I was saying was not that What I was siting was I did not know if 
they knew and, frankly, my impression is, as a result of that meeting, they hadn't previously 
known what procedures the RTC would be following. By that I mean diat you have to 
choose between — you have to reach a conclusion as to i^ether diere's a claim or there isn't 
and then what you have to do if you reach the conclusion that there is. 

SEN. DOMENICI: All right Thank you very much. 

SEN. R1E(HJ3: Thank you. 

Senator Faircloth? 

SEN. FAIRCLOTH: Thank you. Mr.. Chairman. And I will echo Senator Domenid. You 
have done a superb job of conducting. And Fll be very brief. My questions are to Mr. Hove. 
Mr. Hove, we keep coming back - you said die FSUC issued diis rqwrt who has long been 
out of business, and did die invesdgatioh on Mrs. Clinton and her relationship. 

MR. HOVE: No, sir, I didn't say FSUC. I said that the agency that handled the dosing of 
First American was FSLIC, and that occurred before FDIC had any involvement in that 

SEN. FAIRCLOTH: All right But who did the investigation - 1 assume diere was one done 
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- to determine that Mrs. Clinton had no involvement ^whatsoever that was worthy of looking 
at? 

MR. HOVE: We did not do an investigation, we did not do a review because we don't have 
all the records. The records are the old FSUC records that are not in one central repository. 
All we did was review the records that we had available at the FDIC. and the recorrb that we 
had at the FDIC only indicated that Mrs. Clinton's involvement, from the records that we 
could review, was the two hours thaf she $ehf filing the ammded complaint for her partner. 
Vince Foster. 

SEN. FAIRCLOTH: So. what you're siting really is that you did a very incomplete and 
surface investigation. 

MR. HOVE: We did not - we simply looked at the records that we had. and we did not 
make an investigation any further than the recbftfi that we had~available to us at the FDIC. 

SEN. FAIRCLOTH: Well. I would say that Mr. Whitn^ (sp) issuing such a clearance for 
Mrs. Clinton in the name of the FDIC doesn't lend n lot of credibility to an FDIC 
investigation when he makes his statements and when you didn't really have the records to 
make an investigation, from whet you're telling me. 

MR. HOVE: What we were doing was correcting the informaticm that was erroneous in the 
Chicago Tribune r^rt because the Chicago Tribune said that .it was an FDIC case, we said it 
was not an FDIC case. And we also said diat from our records, this was die only 
involvement that we could have. 

SEN. FAIRCLOTH: Well, don't you think it would.be a good idea to hunt up the old FSUC 
records and see what th^ might lead you farther? But I have a question, and then Fm going 
to — (inaudible word). 

The original suit was $3.3 million. They setded it for 6 cents on the dollar, or $200,000. 
What I want to know is how much was Mrs. Clinton paid, or the Rose law firm. 

MR HOVE: I cant tell you. I dont know that 

SEN. FAIRCLOTH: Can you find out? 

MR HOVE: We can try. . 

SEN. FAIRCLOTH: Well. I would like for you to let me know as quickly as possible how 
much die Rose law firm was paid, and also dieir work records to indicate who did the work 
to earn the money, because - you say she worked two hours. 

MR HOVE: I didn't si^ that. I said the only thing that we can ascertain from the records we 
have was diat she worked two hours. And let me remind you. Senator, diat these records are 
disbursed from wherever FSLIC had the records, and we did not take possession of those 
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records when FSUC was closed down. 

SEN. FAIRCLOTH: Are those records still available? 

MR. HOVE: I dont know. 

SEN. FAIRCLOTH: If she settled the lawsuit, the amount of hours die worked - It is just 
impossible for me to believe she sdd^ 9us lawsuit against* Laidter (sp). she signed the 
amended return, which was the settlement, the amended complaint, ^ich was the settlement 
against Lassister, at a very favorable rate, then we turn around and find that Lassiter's - the 
person with his power of attorn^ is back in the White House working. 

MR. HOVE: Senator, the amended complaint reduced the complaint from 3.3 million to 1.3 
million. The suit - the settlement was some six months later. I dont know whether Mrs. 
Clinton had any involvement* afteTSat period ordme* amended the complaint 
from 3.3 [million] down to 1.3 [million]. 

SEN. FAIRCLOTH: So we have no idea whether Mrs. Clinton made the final settlement 
totally. 

MR. HOVE: I have no idea firom our records and what we've seen - 

SEN. FAIRCLOTH: And this tvvo-hour thing - die could have worked 200 hours. 

MR. HOVE: What I have told you is what we have available at die FDIC. 

SEN. FAIRCLOTH: But she could have worked 200 hours on it . 

, . i i, 

MR. HOVE: And all Fm telling you is that the records that we have indicate she worked two 
hours. 

(Confers off microphone.) 

Oki^, the only records we have was that die billed FSUC for only those two hours. 

SEN. FAIRCLOTH: Billed who? 

MR. HOVE: FSUC. (Pronounces eadi letter.) 

SEN. FAIRCLOTH: How about getting the total records from FSUC and finding out how 
much the total bill was and whose time was billed? Fd like to see it Thank you. 

SEN. RIECHR: Senator D'Amato? 

SEN. D'AMATO: You know, Mr. Hove, I have difficulty if you really have trouble figuring 
out when a claim is initially lodged for S3 million and then it is reduced and you sgy, well, 
you know, the law firm or diis partner - in this case, Mrs. Clinton - on^ billed for two 
hours. But the nature of the work was such as to reduce that lawsuit and the potential 
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liability to Mr. Lassiter (sp), who has a definite relationship with the Clintons. I mean, are 
we really to believe you dont understand that? Now, don't give me this two-hour stuff. I 
mean, the fact is diat that claim was reduced - the potential of the claim •• from 3 million 
down to a 1 million some odd, and therefore, a settlement of $200,000 is much more 
reasonable in appearance when the initial •• when the suit is only asking for a 1.3 million as 
opposed to 3 million. Now, doesn't that make some - 1 mean, do you see why a senator or 
anyone else would make an inquiry and say, "Look" - 1 mean, whafs the situation here? Are 
you telling us there was no conflict there. 

MR. HOVE: But, Senator, you're asking FDIC, and FDIC did not have any involvement in 
that suit at that time. 

SEN. D'AMATO: Fm not suggesting that What Fm suggesting to you is that a period of 
time it came under you fo r revie w. 


And if you look at this - don't keep telling us that FDIC didn't have anything at that time. 
We're not suggesting that you did anything wrong. We're suggesting you take a look at the 
facts, take a look at the record, and you can be a school boy, you can't come to an 
inescapable conclusion that someone was retained to bring the lawsuit that had a relationship 
wid) the person that they brought a suit to. And as a matter of fact, whether it was two hours 
or one hour, the determination was made to reduce the claim that might bring the potential 
liability from $3 million down to $1 million and eventually settle for $200,000. Now, we 
don't Imow who was responsible for the settlement But the fact of the matter is that the 
partner who reduced and amended that complaint was Mrs. ClintoiL Now that's obvious. 

Fm not going to spend my time going back and forth widi you. Fm going to tell you 
something else, though. When we talked about the potential for conflict before, as it related 
to the Madison Guaranty and Mr. Hubbell, 1 want to refer you to a letter of June 8th, 1089. 
Now, Mr. Hove, you stated that since the Rose law firm - when I first brought diis up to you 
.. was suing Frost, it wasn't relevant that Web Hubbell's brother-in-law and father-in-law were 
suing Madison. Now, if you take a look at that letter — and Fm going to suggest to you 
that you're wrong, and that's why you'd better have the IG look at this. June 8th, 1989, and it 
is written to April Breslaw (sp). Attorney, Federal Deposit Insurance Corporation. Fm 
reading part of it: 

"Mr. Hubbell is the son-in-law of Seth Ward, a Madison insider who was able to obtain a 
judgment against Madison of approximately $447,000." Now, Fm going to skip the next 
sentence, go down to — 

"Since the conservatorship, the case has been removed and later remanded back to the State 
Court of Appeals. After appeal, a new trial will be sought, whether in state or federal court 
At a minimum" - it goes on to si^ - "the state judgment will be attacked under various 
special FDIC defenses on its general inappropriateness. Miss Styrahoro (ph) has informed me 
that the informal - the information contained in die audit files could be damaging to our case, 
especially if a new trial is granted." 


It goes on and it concludes: "I offer this information because there appears to be a conflict in 
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rapresentition and a question of loyalties. Mr. Hubbell mqy or may not be able to 
compromise our interest in the Seth Ward matter.* Now, look, Fm not suggesting that at that 
time that you know of it Here it is. And that's why, if you don't refer something to the IG 
to clarify whether or not there was a conflict you cant be doing the right thing. And for you 
to maintain, "Well, we weren't there at the time; it was at FSUC* or "Maybe the rules were a 
little vague." I mean, for god sakes, you had lo^y auditors saying, "Wake up, fellas." You 
had an auditor in another letter saying ifs impossible to think that he's not going to tell his 
in-laws whafs going on. So that's the kind of diing that brin^ about maybe die stamping 
that one of my colleagues alluded to. 

Mr. Chairman, notwithstanding first of all Fm going to ask that we be permitted to submit 
some documents for the record that have been returned to - 

SEN. RIEGLE: Without objection, so ordered. 


SEN. D* AMATO: - so we can keep an orderly proceeding. 

Secondly, I want to say before I conclude that you could not have been fairer in making 
available this opportunity and according the members the opportunity to make their 
presentations and to ask their questions under very difficult circumstances. So I want you to 
know diat. And I think that I sptak for all the Republicans on die committee in relationship 
to the manner in which you have conducted this proceeding. And it's not easy for you, and I 
just want to commend you for your impartiality. 

And let me conclude again. I think what we're interested in, in this, is seeing — and Senator 
Domenici said — that the process moves forward without there being interference, widiout 
there being a question as to what documents have been made available to the appropriate 
people, what has been taken. Some of these things have no - 1 see Mr. Altman. He's placed 
in a very, very difficult position. Fve said that publicly as well. It is a very, very difficult 
situation. And it certainly - it leads to us raising the kinds of questions that we have. But I 
tell you diis senator wants to see that what was supposed to be done was done, that what 
should be done at the present level is carried out in a manner in which everyone can say that 
the right thing was done. And then let die chips fall where they mqy. 

So, Mr. Chairman, again, thank you for providing us an opportunity to put fordi our concerns, 
and hopefully, this will move us a step closer to resolving this matter. Thank you. SEN. 
RIECHJB: Thank you very much. Well give you some questions for the record, and we'd ask 
you to reqKMid to them. The committee stands in recess. 


END 
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If. tn fomnt suxctoi and soMiomT wfmm& 

Nr. Foster conlttAd sttloidA in July 1993. Aftnr his 
death, in the praaanoa of lav anforcanant oCficara, ifhita Rouaa 
counaal Barnard Huaabaun raviavad tha filaa in Hr. Foatar'a 
office. The filaa vara nltinataly aaparatad into three 
catagoriaa: thoaa relating to Ifhita Houaa legal nattara, which 
vara aaaimad out to other counaal in tha office; thoaa relating 
to tha Clintons' personal legal sattara, including Vhitavatar, 
vhich vara turned over to tha Clintons' personal attorney; and 
thoaa relating to Nr. Foster personally, vhich vara turned over 
to counsel for tha Foster fanily. All of tha Vhitavatar files 
that vara in Nr. Foster's office at tha tine of his death vara 
maintained hy tha personal lav firm. 

y. ns xsyssTZOATZOV 


Shortly before Christmas, press reports erroneously 
suggested that files had bean improperly removed from Kr. 
Foster's office before the review described above. To avoid any 
question about the Clintons' desire to cooperate in the 
Oepartnent of Justice investigation into Madison Guaranty, the 
President ordered his attorney to turn over all relevant records 
to the Department. As would be entirely routine and to protect 
the integrity of the investigation, the President's lawyer 
requested a subpoena to cover the documents. Delivery of the 
documents to the Department began on January 6. Those documents 
will be reviewed by the grand jury investigating Madison in 
Little Rock. 
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REDACTED 


(draft t/T 5tOO p.a. (ma)) 
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XT. TB8 rOSTBR SUXCIDB MID 8DB8BQDBMT BTBMT8 

Mr. Foster conaitted suicide In July 1993. After his 
death, in the presence of lav enforcesent officers. White House 
counsel Bernard Mussbaua reviewed the files in Mr. Foster's 
office. The files were ultimately separated into three 
categories: those relating to White House legal matters, which 
were assigned out to other counsel in the office; those relating 
to the Clintons' personal legal matters, including Whitewater, 
which were turned over to the Clintons' personal attorney; and 
those relating to Mr. Foster personally, which were turned over 
to counsel for the Foster family. The few Whitewater files that 
were in Mr. Foster's office at the time of his death were sent to 
the Clintons' personal law firm for safekeeping and storage. 

TBB XMVB8TZ0ATZ0M 


Shortly before Christmas, press reports erroneously 
suggested that files had been improperly removed from Mr. 
Foster's office before the review described above. To avoid any 
question about the Clintons' desire to cooperate in the 
Department of Justice investigation into Madison Guaranty, the 
President ordered his attorney to turn over all relevant records 
to the Department. As would be entirely routine and to protect 
the integrity of the investigation, the President's lawyer 
requested a subpoena to cover the documents. Delivery of the 
documents to the Department began on January 6. Those documents 
will be reviewed by the grand jury investigating Madison in 
Little Rock. 
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Nr. Foster eommittmd saioid* in Jliiy 1993. No flloo 
voro ronovod fron hio offlco prior to on oxanlMtion of thooo 
f iloo by Nhito Houoo Counool Bomord NUosbaun in tho proooneo of 
lav onforconont officora. In tho proooneo of thooo officialo« 

NT. Nuoobaun roviovod and notod tho filoo in Nr. Footor^o offico, 
including a f ilo rolatod to Nhitovator. Tho filoo voro 
ultinatoly ooparatod into throo catogorioo: thooo rola^JLng-to ^ 
ifhito Houoo logal nattoro, vhich voro aooignod out to othor 
counool in tho offico; thooo rolating to tho Clintono^ poroonal 
logal nattoro, including Nhitovator, vhich voro tumod ovor to 
tho Clintono' poroonal attornoy; and thooo rolating to Nr. Footor 
poroonally, vhich voro tumod ovor to counool for tho Footor 
fanily. Tho fov Nhitovator filoo that voro in Nr. Footor^o 
off ico at tho tino of hio doath voro oont to tho Clintono' 
poroonal lav fim for oafokooping and otorago. 

THO XNVOOTXOarSON 


Shortly boforo Ghriotnao, prooo roporto orronoouoly 
ouggootod that filoo had boon ioproporlv ronovod fron Nr. 
Footor'o off ico boforo tho roviov doocrlbod abovo. To avoid any 
guootion about tho Clintono' dooiro to cooporato in tho 
Oopartnont of JUotieo invootigation into Nadioon Guaranty, tho 
Prooidont ordorod hio attornoy to turn ovor all rolovant rooordo 
to tho Oopartnont. hm vould bo ontiroly routino and to protect 
tho integrity of the invootigation, tho Prooidont' o laiiyor 
roguootod a subpoena to cover tho doeunonto. Delivery of tho 
docunonto to tho Oopartnont booan on January 6. Those docuaonts 
vill bo roviovod by tho grand jury investigating Nadison in 
Little Rook. 
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U.S. HOUSE OP REPRUENTATIVIt 


* in MTBUM MOUM omci MMSM 
IVUMHNTOli OC n«IMPW 


ONI NUNONM TMM COMMIfN 


Fobmary lf04 


Nr. Rogor c. Altaan 
Xntorim dO 

Moolution Trust Corporotlon 
•01 i7th itroot, MV 
tfOBhlngton, DC 20434 

Door Ur. Altaoiu 

1 am in rseoirt ot your Pobn^ry i, lft4 roopona# to tho lottor 
initiotod toy Sonoto Roputolleon loodoroliip eonooming Nodioon 
•ovingo and Loon and Z om plooood to loom ttoat tho rtc «vill 
vigorously pursuo oil opproprioto rssodios* vitto rogord to 
Nodlson's foilurs. Zt sooss solf-opporont that in ordor for tho 
RTC to pursuo vigorously all rosodias it sust havo all rslovant 
inforaation at its disposal. Aeoordingly, Z urgs ttoo RTC to soak 
and raviav all Uhitavatar Davalopaant Cosi^ation doouaants turnad 
ovar toy ttoa Ntoita Kousa to ttoa JUstico Dapartaant. 

In ito invast igat ion of Nodioon. ttoa Minority has uncovorod links 
botsroon Kodioon and Ntoitavatar. ooaa of vtoicto aay toava eontritoutad 
to tho thrift's failura. Not only did Jaaas and Susan NeOougol 
hold significant ovaarship intarast in tooth antitiaa (approxiaataly 
tvo thirds in Madison and ona half in uhitavatar). taut tha othar 
joint ovnars of Uhitavatar (Bill and Hillary Clinton) appear to 
hava toanafitad diraetly and indiraotly frea tha application of 
Madison rasourcas. (Baa tha attachad naao.) 

Xf tha Uhita Kousa ohoesas to usa tha JUstica Dapartaant to shiald 
uhitovotar doeuaants not only froa tha public and Congrass. taut 
froa othar govamaant aganeias. auoh as tha RTC. vnich hava 
lagitiaata putolio lav anforcaaant rasponsitoilitias. it is hard to 
baliava a rasponsitola rasolution of tha issuas involvad con ba aoda 
by ragulotmry author itias. 

Z hava high regard for your personal integrity, but as you knov. 
froa tha tooginning. it has taaan an ovkvard situation to have a 
prasidontially appointed and eonfiraad officer of tha Troosury 
Oaportnant also head an indapandant fadaral aganoy. tha Rasolution 
Trust corporation (RTC) . Uhan .this proapaet vas first suggested at 
tha beginning of tha Clinton Adainistration. it did 
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Mr. Kog«r C. Altaan 
p%qm a 

February )• 1994 


not atrika tha Kinority aa overly unreasonable for a month or two 
given the fact that no RTC head had been selected. 

However, it has bean over a year since tha Adainiatration has bean 
in office and it can only be described as structurally unseevly for 
a political appointee of an Executive branch department to make 
what are in effect, lav enforcement decisions for an independent 
federal agency as they may touch upon the President. 

Accordingly, z would urge that you request from the Department of 
Trsasury^s General counsel and Ethics office advice as to whether 
you, as interim CEO of the RTC, are obligated to recuse yourself 
from any decisions concerning tha resolution of Madison Guaranty. 
Just as tha special counsel lav was designed to relieve the 
Attorney General from an ethical dilemma of being both chief lav 
enforcement officer for tha nation and chief legal adviser to tha 
President in circumstances when tha President or a high level 
Administration officer is the subject of investigation, so it would 
appear ethically guestionabla for a political appointee of the 
Department of Treasury to make decisions for an independent federal 
agency when the President nay be implicated in enforcement and 
Civil actions t 

In this regard, it should be clear that the issue is not whether a 
presidentially appointed official can oversee an investigation 
involving the President. Rather the issue is that officials with 
this responsibility should be confirmed for the job with that 
particular accountability. As you will recall it was a political 
appointee confirmed by the Senate that issued a cease and desist 
order for engaging in conflicts of interest against the son of a 
former President. 

Am you know, despite your strong letter to the Chairman of the 
Mouse Banking committee recommending against extension, congress 
last year extended the statute of limitations for civil lawsuits 
brought against 84L wrongdoers* As you pointed out in your most 
recent letter, this extension "has afforded the RTC an opportunity 
to investigate further any civil claims which may be asserted 
against individuals or entities associated with Madison Guaranty 
for fraud, intentional misconduct resulting in unjust enrichment, 
or intentional misconduct resulting in substantial less to the 
institution.” Given, however, the impending running of the statute 
of limitations for certain kinds of actions, tine is clearly of the 
essence for the RTC to make judgments about civil accountability in 
the failure of Madison. 

Finally, I would like to reiterate my request, pursuant to Rules X 
and xz of the House Rules for all documents related to Madison 
Guaranty Savings and tioan. Little Rock, Arkansas. As you know. 
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Nr. Rogar C. AltMii 

P«Sru^ 3« lf94 


on D9e««b«r 9, 1993 « z wof th« K9C rmoting tecMs to all 
doeu»onao rolatod to Nadiaon Guaranty and ita aubsidlarloat 

Houaa and Conittoa Ralaa# Rouao praetieoa# and judicial pracadant 
auppcvt tha propoaition that tha Hanking Minority Manhar ia tha 
tunetional countarpart oo tha chairaan for Coamittaa action. Thia 
baing tha eaaa, a raguaat for doouaanta aada hy tha hanking 
Minority Maabar haa parallal atanding with a raguaat aada by tha 
Chairaan of tha Coaaiittaa. Tha Hanking Minority Maabar olaarly haa 
a voica in tha proeaaa and ia antitlad to inforaatioa that will 
aaabla tha Hanking Minority Naahar to carry out hit 
conatltutionally aandatad ovaraight raaponaibilitiaa. 

Tharafora# tha courtaay of a dafinitiva raply to thia doeuaant 
raguaat ia raguaatad by 12 noon, Monday, Pabruary 7, 1994. on thia 
aattar, it ia urgad that you alao eonault with tha Ithica Office aa 
to tha ralavanca of tha pravioualy diaouaaad raeuaal iaaua. 

Again, lat mm atraaa that to tha dagraa a. conflict aituation nay 
aaiat in thia nattar in no way rafiaeta on your paraonal integrity. 
Zt ia ainply an ankvard cireunatanea ia contraat to a paraonal 

anbarraaanant. 



JALigp 

Cneloauro 
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TO: Congr^traan Laaeh 

PRONi Banking Minority staff 

MBs Madiaon Guaranty ("Madiaon") 

In raviaving docttaanta ralatad to Madison in tha poaaaaaion of 
Minority Banking« va hava comm acrooa aatariai which may indicata 
diraot payment of a loan of Bill Clinton^ s by Madison through a 
subsidiary. 

Sines tha Minority's invaatigation is concamad with tha possibla 
alsusa of fadarally insured funds to assist Whitawatar and/or tha 
farmer Governor, va thought we should share tha following 
infomation with you. 

anoiiRT 

Based on documentary avidanca available to tha Minority, it 
appears that Madison Marketing served, in at least one instance, 
as a conduit of funds from Madison Guaranty to Mhltavatar and 
Governor Clinton. If this is correct, it would appear that 
insured funds from tha failed Madison Guaranty vara diverted and 
directly banafittad tha Governor and his investment in 
Mhltavatar I a olaim Clinton had denied. 

DOCOMBMThTZOV 

* In 19S3, Bill Clinton obtained a lean from Security Bank of 
Paragould, jurkansas for approximately SifijuBOp (loan #979- 
988, Bill Clinton) • Tha money from thin loan vas used to 
pay off tha remaining balance of a loan at Madison Bank and 
Trust of Kingston. Arkansas that vas provided for tha 
purpose of constructing a modular home on lot #13 at 
Whitavatar Sstatas. The- loa n - a t M a d iso n B a n k v a s prov ided 
in 19 80 to Hillary cl intnn in vhi iiiii iimr 

a on Kovambar 8 , 1985, Jamas NcOougal sent a letter 

aocompaniad by a check to Charles Campbell, vice President 
of security Bank of Paragould, for 97,332.43. The letter 
from MCDougal states that the check is principal and 
interest payment on "Note #997-585, Bill Clinton.” (Mote: 

It appears that the loan number is a typographical error 
with the superiiqposing of numbers 5 and 7 in the first three 
digits.) 
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* Th« ob«ek ifeOou««l mncloMd vlth his letter to Mr. Caapboll 
is « whltowstsr Dsvslop»snt Corporstion ehsek dstsd Novs«l>sr 
7, If 08. TUs loan nuatosr roCorsor;sd on tHo noBo portion of 
tho chsok is "Mots #f75-50S.*> 

• Aooordin*^ :o tho chock lodgers for tho Whitovator 
Dovolopo-'ot Corporation (^n)e)« tho corporation^ chocking 
account nod tno folloiring balaneooi tiff.SO on i0-10*f5; 
and, dx«>*4f on lO-fl-S8. Hovovor, in order to cover tho 
paysont of 322.42 on tho Clinton loan, a dopooit is 
rocordod on Novosber 0, iftS in tho aaount of $7,500.00. 

Thm dopooit is liatod as cosing from "Kadison Narkotlng.** 

a A 1986 Fedoral Koao Loan Bank Board exes givas tho 
isproooion that Madison Marketing was largely a shas 
corporation used to divert fodorallv insured resources to 
insiders. Tho oxas notes that "Until 1986, susan NcDougal 
owned Madison Marketing. ■ Tho report also states the 
follovingt 

"Madison Marketing is paid for doing all the general 
advertising for Madison Ouaranty and soot of the 
advertising for Madison Financial'S land developsent 
proieets. All of Madison Marketing's business is 
derived from Madison Guaranty or its subsidiaries. 

Since 19S3 these paysents total $1,532,000." 

"Given the evidence of Madison Marketing's invoices, it 
is guastionable hew such of these advertising services 
are actually perfossed by the fira. The actual work 
... appears to be perferaed by others. It would appear 
that Madison Guaranty could have an eaployee perfora 
siailar work for auch less eonsy." 

"Mr. Lathaa (an officer of Madison] stated that Madison 
Marketing aade no paysents to any stockholders. This 
stateaent is false. As part of a test for such 
payaents, the escaainers discovered two reaittances froa 
Madison Marketing to Susan MCDougal fa large 
stockholder of NadisonJ which total $50,090# This was 
a test, and there nay be additional payaents." 


Given the above circuastanoes, it would appear that federally 
insured deposits (i.e., funds froa Madison Guaranty through 
Madison Marketing) , which, with the later failure of Madison 
becaae, in effect, taxpayer obligations, were transferred for the 
direct personal benefit of the foraer Governor. 

The above payasnt also raises the guestien of whether Whitewater 
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vaa traatad aa an afflliata or ralatad intaraat of Kadiaon 
Guaranty and tharoforo subjoct to conflict of intaraat atatutaa. * 
rroB a lagal parapaGtlva# it could ba arguad that tha KcDougala' 
controlling intaraat in Kadiaon Guaranty and thalr auhatantial 
ovnaranip Intaraat in Whltavatar could qualify uhitairatar aa an 
"afflliata" of Kadiaon Guaranty. Ivan if Whltavatar la not 
oonaidarad a aubaidlaryf ralatad intaraat^ or afflliata of 
Kadiaon Guaranty, auoh an axtanaion of funda to a praaunably 
"unafflllatad" entity vould ba vary unuaual and auapaet. 

Zt haa baan publicly raportad, with raapact to thia loan 
rapayaant, that both Whltavatar and tha Cllntona took a tax 
daductlon ralatad to Intaraat paid on tha aaaa loan -- vhieh tha 
Cllntona latar racoqnizad aa iapropar doubla daductlon after an 
article ran in tha Nav York Tinea . What raaaina unclear ia tha 
larger quwation of whether tha funda provided by Kadiaon to 
reduce the Clinton' a liability vara proper or properly reported 
aa incona for incoaa tax purpoaaa. 

Aa you know, va have raeaivad broad hinta fron Within tha RTC 
that tha agency haa had under review aonay tranafara froa Kadiaon 
to Whitavatart Wa will not know vhathar thia type of activity 
waa more parvaaiva and part of a larger pattern unlaaa, and 
until# tha aganey provldaa ua tha docniaanta wa have raquaatad. 

It Kadiaon provided any direct or indirect aaaiatanea to 
Whitewater, praauaably half tha value of auch would redound to 
the advantage of each of the half ovnara. Zn any regard, tha 
above aonev tranafar undaracoraa that than Governor Clinton had 
paraonal llabilitiea reduced by a payaant froa Kadiaon. such 
payaant praauaably earrlaa ethical aa wall aa tax iapllcationa 
and ia part and parcel of tha $47 to $ao ailllon aatlaatad 
taxpayer loea at Kadieon. 

Attachaanta 
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P.O. jO 170 PARAQOUVO, ARKANSAS 724S0 ' 

Set-tSMITt 

Soptanbcr 30, 1983 


\ 


Govtn»r Bill Qinton 
llOOCww 

Llttlt Rock, AR 7230S 


Oiar Covomor Qiaton: 

Enclostd 
$ 20 , 800 . 
orifiiul 

Qurlts 0. Cavpbtll 
Viet Prtiideat 



A taiM of our chtck tizon in tht imnt of 

“2jrssss*s? 


OCAm 



PAY 


Security Bank 

t. 0 . lox tro 

PARACOUVO, AKKANiAS 


TOTWI 
OMOOf • 


ftadisoa Sank J| Ttutt 




lean rrcced, ter cw. am aintaa 


N9 '12B77 

»*30 u 

- ■ ■ . ■ ■ ■ 

n«e 4 i 

1 20,800.00 

NOT NEGOTIABLE 


itoauiaoBiqi: 


272 SH.ABlf 
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JIM MeDOQGAL 

f. 0. B«« tSIl 
LUtU Rock, Aff)MQ««a 72201 
Novtmbttr 9t IRIS 


Hr. Ch«rl«f D. Caapball 
Viet fraaldMC 
Saeurlty Batik 
f. 0. Bor B70 
ftragouldf ArkatttM 72BSO 

Btt Hou #997-SB9, Bill Clioton 

Oatr Hr. Caiipballt 


Eaeloaod 1« a Bklta Watar Oavalopaaat ^rporatloa ehack 

a SiJ2;?;.^:riaarir‘s‘£’»s. ~U:“” 

Thank you <er your attantloo eo chit aactar. 

Sloaaralyi 




Jla HaOouiaL 


JN/it 

Cac 













OBM fUlMUftt «• im tMM «f &nim rat* 

U limi 

t 

u vmrnm mim tM i m f ut tmi Mt um amm> 
(iNtiMlM* HilM MflMfl it t tlM Mfiaft • 
iitttulitt «a? «mtfit tnw tit um •! IM m 
AffMMit. fltiitUf MilMi fUMtUl tilfMMiM. (ftifti«< 
MltM flMMUll U t tUM aiMtiti tMfMtIiti Mt I 
«Mi ttitiilltf ft MiMt MtfMf • 

!• itftiiiit tvm I ea^tif it t pttltiiiMai atttt 
•f tlHMftiii %i ftiUt MBMII viii itt ffiMAptl n 
Milttt it UttU ttM* Amtiit* Mttitti tl tit Ctl 
UlitiiMl iittitft Mi tit til ftta at tt f i t ia a tt it pt« 
I* 

s. oatMiittt tiBN ttlMt* i i tii ti aaiUM«« tan 
taiiM tMtat* fM iiltat* titft iiMwitt. tut Mataa. 
Butta* iifMtit ttiittitt* Jatt itat t» t» e» t ata titac 




1245 


X0G;142 

I. Mil UCM M «ll ftUMi tiM «ii mt fiHiMc M 
onH iNMtM MtlMt H mim Miaiif Mi i mum if at 
Mifi m titMMcti murnmm ui m mmm MtftMtt m %m 

MtftMff •! flff . 

«• MM* MM«*i «M M *U ftlMMt fMt «ift *1 /Mt* •* 
IMUHti* mmU9 «f tM Mfi *i tiftflMt *1 MtilM* tMtSAtf* 
tl NM4M* »M4 1*MM» * iivMMft *1 M. Mi ftt^kM** 
•I mit — ii*t«0fi*«* * mmm fcMiitf t* m um MfMtf •*• 

f . MUM M& tMM M * tui MMM HUtfift «MU«U 
mM Mi ^ MiM flM MUl «M iU %tM« 


U. MUM MiMMltf «M M tiMMUUf MM«f UtMi 
Ml* Mf*^ riMMUl «* ilttiM MtMlf lifiiiMi M «< i 
MNttitlM CM ItMU Mi MU lUl MUM iMtUMMU. 

U. SIM* MM Mi tlU MUf IfiMfiM MM M 

«tUM MAM Mi/M ilM l M W •* i^AM. MA M 
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»»u Hi4U»« ftn*)Klal la Miaaa 
•< *«• bMiiaaaa Ifta 

rflfOfi rtnaacUl* ^ 


V 


Hilly Of thi tilts. stt«rtti4 thttt et<«liilont. wfit i» 

^tcOou«.l|.fltnU« Cfittt M«Mrt trt iccltf M ttrit baytm. HtdUin 
.Cttiranty tittACitlly ftkil«t^ Iht ciiki of omitcmiTi on ibott 
irtfifoetlont bocauM It fallr CUanetd Ibait toUt latludUa cho cain 
taltfi eoMlMlont. That. Madlion Caara«ty*t yotUlofl dittrloractd 
bttauaa U ctiainod thi aawi owntiahih rlthi aa VaCott. bov paid earn 
fata to ilitae Indivlduala . In aodUlon. foot lhtoa«K Hadlton 

Rial Catato oatt aaod aa down payaonta 

ooteltMaot In an oppatont nittnpt lo 4ia|nlao lOOX funding nf vht 
pufciiaat by Madlaon Caamnty and Ita aubaidlarita* ^ 


M«»affa. MsOoutil and Lithaan aliad an ^ftll lb« 1X8V lattat fton a 
ll»ire Loan taitk of Oallaa Suptfvlwy A|tnl na 
pay «*!al earatf a.aip^- coamlaa Iona to Madlaon toai Eatatr> 
thli Uttft In pact, aaba that Iht loatd of Clttctocs 


Houivcc • 

r---» fttlfw 

!«^Ir/nU'Iie«uViilUn Vm .» wiileh la «Utd abovt In thli coamtnt. 


2. Had i SQM Markatint 

Madlaon Mifkatlni If paid for doing alt tkt Mnttal .ai„rilflng 
Hadlson Cuaranty and popc of tht advtrtlaipf for Nidl’ton Financial • 
land doat lopoont projtcta. All of Madlaon Markotlng t buflntaa it 
.lailvpti froo Madlaon Cuatanty or Itt aubaldlarita. Slnco lfS3 thttt 
paynanta total tl,5W.«HW. «lntll rakrnary IW, Suaan HcOounal owntd 
Madlaon Hatkailni. Oncinc a portion of thla tlot, ll uaa a cot- 
aaration whlek wat locorportitd by Ufa Annapaugh. rtpottedly a clott 
frland of Rotao McOougil. 

/‘hi. i.tcha« tcacod that afttr ftbtoaia I9M, Nadittn Marktiing htctoa 
/ an an» lay *'d/b/a (doing butinoat it)" fat lladltot rioancUl and ctattd 
( to bt a tortotitlon. Hootvtr. U la not rtgUttitd at a **d/b/a'* lo 
tht County tocotda. Alao, lit chacklog acitooi hit navar btio 
racordad an iht botka of Madlaon rinancltl. 




eUan tht caldioct of Madlatn Mackiiing'a Uaolctt. it it guaitlenaala 
how ouch of thttt adatrtiilng atralctt act actuilla ptcfoioad by the 
flro« Iho actual uork of adaartlalnt, tuck aa tha daalgn and 
production of cowaarelala and ptovidinc air iiot or nauaaapar tpaea* 
jppaara %r ba parfoiocd b« othara, Madlaan Mdrkating appatnnily Juat 
%aya tho bllla of othar orowldtta and adda a I5X fat of Ita own. 
Caaoineta aaiinatad thla let to bt approaioataly 1100,000 a Inca 1991. 

It would ipptac that Madlaon Cuatanty could haat an enployaa parfato 
ainllar work for ouch lata nooay. 

o I Mr. i.athao atitad that Madlaon Markatint oadn nn paywonta to aai.. 

^ I tcackitnidof «• iota ^tatoMnne la fnlao. At a pait of a ttai foe auak 
I* pa«aM>f«io, tho osaMinorn diacovorad Iw# raoUtancta froo Madlaoo / 
I Mackftlno to luaao HcOougal whlck total 990,000. Ikla war a taet, and ' 
I tharo nay bo additional navnonit. 
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01 loan «rotto4« »al4 to Ootltnor'a Cooettneiien on «*orli (or third 
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Ham m4 Adtfrttf at iMtitwtian HAntKHI COAMItTY XAftIWl AWO 10 AH ASSOCIATtOH 
1501 ftlltT, Ltmc «nac. AJUCAIilAt 12201 


OitirUc Ny«btr mot tmUi >MH 

CKtiilAation «• of (Oott) MUCH 4. IMI 

Scrvieo Corporaeloni an^ Ochar Afflllatoa CxaMinoOt 
tUOflOO rtWAIICtAI. COOPOiATfOO 


ffohtbitieo of AU*« 
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Thit 4acu»««t (• tht proftitt tl tUt rtdtral noia Uan lank loatd and ia fut- 
fiiahtd lo tilt Inttitation tar Ua condldtntial ita§« IHidtr na ciiouvataneaa 
ihall thf iaailtytlan, oa anjr a( Ua dtiaciora, eClicata, at eatpluvifa. dla- 
data *»r maka ikia daeuntnt ar any poctUn of U puklic U any nannnt. 

If a aubpotna at othai Utal pioaaaa ia etctUad calling fot produeilen of thla 
docuofni. cut biatcl:t lUitetat • Kiaaiinattoni ahaold Ha necifiad iootdiacaU. 

Tha actarnty at oKaaa Inatanca tha proeaat waa la^wad, and* if ntcaiaacy» tha 
court UJUI. I»ui4 tht ftocoM, ihouU bo oC tbo obooo ftohibitloo, 

anil loiortod to ftti JOS of tbo Ctooial Roavlallono of Iho Jodoitl llamo Loan 
n^nk Soitn* 


iHitcioia, 

ihocannhly 


In kttring wivh thair 
Tkla fopott ahaiild 


cttponaiblliiitti thauld ctvlea i|ii« roport 
not ha conaidaiad an audit tapott* 
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RIC 

MtSOlUflOM l»ytt COnPOMtOM 

fkCMlvi<l|TI«CHai| 

Rcslcrtef 1W CmMmm 

Mirch 3. 1994 


tlie Hononble Doiuld W. Rkcfe. Jr. 

United Steles Senate 

105 Dkksen Senate Oifioe Bailding 

Washington, D.C 20S10 

Dear Senaior Rkf le: ^ . 

At you know, I lestifiod befoie yov Committee Ust week Ln oooneclion with the sead- 
annual Oversight hearings on the RIC / j adked about any eoatactt which I had with 
i^ftsentetives of the White House on RTC matters and described a meeting which I had. 

I would like to expand the reooid as IbDows. Fiist. to the best of my rec ol tecti o n, no non- 
public informatioa was provided on this case lo representatives of the White House during 
that discussion. Second, it Is my onderstending that RTC staff had already had dUeussiont 
with Senator D*Afnato*t staff on statute of limitaiiont issues. Hiiid, the Treasury Oeoecal 
Counsel, who also attended the meetiiif , has advised me that before that meeting She sat 
down with this Department*! designated Ediics OfRoer. She informed him of the purposes of 
the meeting and asked his vtew. He advised her that he saw no problem. 


In short, there was no discussion whatsoever on the sdbstence of this case. That's because I 
never have had, nor have, any knowledge of the substance. 1 have received no documents in 
that regard, nor otherwise received any infomutioo on the substance of this matter. 


Roger C. ARmna 
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March 2, 1994 


The Honorable Donald W. Riegle, Jr. 

United Stales Senate 

105 Dirksen Senate Office Building 

Washington, D.C. 20510 

Dear Senator Riegle: 

I testified before your Committee last Thursday in oonnection with the semi-annual Oversight 
hearings on the RTC. There was a discussion, as you remember, of a meeting which I had 
with f^iesentatives of the White House. As 1 indicated, no non-pubUc information was 
provided at that meeting on any aspect of the Madison Guaranty matter. 

When Senator Bond asked me at that hearing whether any other communications had taken 
place between the RTC and the White House, my response was *nbc to my knowledge*. I 
s^ have no knowledge that any such discussions occurred. 

But, 1 have learned today of two eonversatioos which did take place between Treasury staff 
and White House personnel oil this matter. My information is that both related to the 
handling of press Inquiries. 

1 would appreciate the oppoitunily to amend the record accordingly. 


Smaerely, 
Roger C. Altman 


eoi imstfHNW W§$hhglon, OC 20434 



MTII X, lff4 

tot Mr« a«raur€ mamtifm 

fMKt Jams a. Mafe 

HHiMr «f VifM t« miMn 

melosuTM and tha or«lMl l«tt«r m being eent vU Mil. 
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Ifir. Bernard Husabaua 
Counaal to tho Prooidont 
Th« Whitt KOUtt 
Washington, O.C. 20500 

Mr. Stophon Potta 
Diraotor 

Offioo of Covomnant Xthiea 
1201 Kov York Avanua, N.W. 

Suita too 

Washington, O.C. 2000S*3917 

Na. Jaan Ranaon 
Gtnaral couiitaX 
Roon 3000 

Oapartnant of tha Traaatsry 
Washington, O.C. 20220 

nr. Art Xuainaki 
Cbiaf Xthics Ofticar 
Aaaolution Trust Corporation 
801* 17th Straat, N.W. 

Washington, D.C. 20434 

Oaar Maoara. and Madan: 

On Fahruary 3, 1994, X vrota to tha Zntarin cso of tha Raaolutien 
Trust corporation (RTC), Mr. Rogsr Altsan, asking that hs task 
appopriata eounaal as to vhathar ho should raeusa hinaalf froa 
rogarding Madison Guaranty Savings and Lean. As I noted in 
■y Fs^ary 3 Isttsr to Mr. AXtaant "...it would appear sthieaiiy 

g aationabla far a political appointao of tha Dapartaant of 
aaoury to aaka daeiaiona for an indapandant federal agency vhaa 
tho Prooidont say bo iaplicatad in anforcaaont and oivil aetiona." 

on February 23 Z raeaivad a lengthy rasponaa to ay latter vhioh 
ended vith tha following aantanca: "Z trust this latter fully 

addrassao your eoneama" [••• attached letters]. Regrettably, tha 
Isttar did not fully address ths oonosms sxprssssd in ny Isttsr of 
February 3* Koraovar, it would appear that tha conoams raised in 
ay latter vara eonf iraad when Mr. Xltaan taatif iad last weak bafora 
ths Senate Banking Coaaittao that hs had entered discussions vith 


[ 
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thm Whits Mottss on aattoro offoetinf ths Pr«sldont*f potratiol 
psrtoMl lUbilitUs. 

Whils it it dubiously ertdiblt to think Hr# Altasn vould htvo font 
to tho Nhitt Houto to diteuat only tho otatuto of liaitmtiona, in 
that a aora aaae vould havo tuff lead, it boara noting again tha 
irony that it vaa Hr. Altman who on Kay A, atronaly 

racoBBondad by lattar to tha Chairaan of tha Rouaa Banking 

Coaaittaa that tha atatuta of liaitationa for civil lawauita 

against 8BL vrengdoara not ba axtandad. 

Nr. Altaaa'a aaating vith Whita Bouaa staff eonoaming tha BTC's 
aotiona in tha Kadison eaaa la an athleal uabraga. Bvan though Hr. 
Altaan has nov daoidad it propar to racuaa hiasalf froB tha xadiadn 
eaaa, tha issua at hand la vhathar hia oonduet violatad fadaral 
athics guidalinas or atrieturao, aa proaulgatad by tha BTC. ihaaa 
guidalinaa ara liatad undar 12 CFX S iOOS.7 and ineludo tha 

following I 

"No anployaa shall angaga in any action » which Bight result 
in, or eraata tha appaaranea of ... 

(b) giving prof want ial traatnant to any paraon;... 

(d) losing coaplata indapandanca or iapartialityi 

(a) Baking an RIC daeiaion outsida official ehannala; 
or, 

(f) advarsaly aff acting tha public's confidanea in tha 
integrity of tha BTC.* 

Also, 12 cm s 160S.10 atataa that an BTC "anployaa Bay net, 
diroetiy, or indiraetly, use or allow tha usa of inforaatien which 
is obtainad aa a rasult of his or har BTC ai^loyaant but vhiOh is 
not availabla to tha ganaral public in order to angaga in any 
financial tranaaotion or to further a private intaroat." 

Zn addition, another issue appears to ba an abuse of tha spirit of 
• 0.8. C 234B. Zn a taehnieal aanaa, this atatuta allows tha 
Prasidant to nana a temporary agency head to fill a vacancy until 
a noBinaa is confirmed by tha Senate. Zn tha avant a noBlaaa is 
rajaotad by tha Senate' or his/her nans is withdrawn, 8 O.S.C. 3348 
provides that tha vacancy may ba filled for not Bora than 120-daya 
by an individual daaignatad by tha President. 

Zn tha case of Nr. Altaan' a appointBsnt aa intaria CIO of the BTC, 
va have a aituatian where a palitieal appaintaa af tha Treasury 
OapartBant haa aarvad aa tha head of an indapandant aganey for 
approxinataly 13 nantha. To sons, this circuBstanca leaves tha 
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Thank you. (Applause.) 

THE PEES lOBNT: You all relax not#, iieWe got to do a few 
questions. (Laughter.) 

0 Mr. President^ are you concerned about the appearance 
of impropriety of these meetings between Treasury officials and 
the Mhite House? 

THE PRESIDENT: Yes. 

Q Have you been able to find out if there have been any 
other meetings other than the one that was reported? And %«hat 
will be done about it? 

THE PRESIDENT: Hell, first of all, the answer is, yes, I*m 

concerned about that. Nearly as I can determine, no one has 
actually done anything wrong or attempted to improperly influence 
any government action. But I think it would be better if the 
meetings and conversations hadn’t occurred. 

1 think now that there is an actual formal process underway, 
everyone will be much more sensitive. But I have directed Mack 
NcLarty to prepare a memorandum about how we should handle and 
respond to any such contacts coming our way in this office so 
that we will bend over backwards to avoid not only the fact but 
any appearance of impropriety. It is very, very iqportant to me. 


I was a (Governor for a long time, and there was never a hint 
of impropriety or scandal in my administration. And to the best 
of my knowledge the people «rho come here to %#ork everyday in this 
administration, there has been no suggestion of abuse of power or 
anyone pursuing some personal advantage. And I want the American 
people to feel that. So I have told Mr. McLarty that we have to 
—we’ve already talked to people here in the office to make it 
clear that they understand that I — first of all, I feel that 
this — all these investigations, they should go forward, 
unimpeded and as quickly as possible. And I have every 
confidence in what the facts will reveal. So I think that it’s 
very, very important that while all this is going on that the 
activity around it should be handled in such a way as to avoid 
even the appearance of a conflict. 

; ^continued- 
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Later today, I think, we will have the memorandum for you, 
and we'll be glad to answer any questions surrounding that. 

Q Hell, shouldn't your lawyer be more sensitive to this - 


THE PRESIDENT: I think there was a difference — what we 

have to do — let me say, we are also researching exactly what 
the actual rules are for what kinds of meetings can occur when. 
And I don't want to get into all the hypotheticals. But, for 
example, if the press asks questions to one place that are known . 
and another place, the answers might be known in the White House; 
if someone's asking the agency, can they talk or not, I mean, 
that was one of the meetings that was discussed in the morning 
paper. 

I want to make exactly — I want to make it clear that we 
know what the rules are, but as I said — and so I can't answer 
all those questions, in fact, right now. But in addition to what 
the rules are, what I want the people here to understand is, 
never mind what the rules are, bend over backwards to avoid the 
appearance of it. Let's let this thing go forward. There is an 
investigative process. The records are in hand, as far as I 
know, for the investigators to do their work. Let it go forward. 
He don't need to have any implication that we are in any way 
trying to manage or affect this process. . He are not. He must 
not. And I don't want the American people to give it a second 
thought . 

So the memorandum today should make that clear. And I don't 
think there will be further problems on this. 

Q Mr. President, can you elaborate for us on your 
conversation with Prime Minister Hosokawa? 

THE PRESIDENT: Hell, I called him to discuss the — the 

trade issue. And the Trade Ambassador will have an announcement 
on that later today, and then we'll be glad to answer questions 
about it. But I think I should let him announcement first. 

Q — was it a friendly conversation — 

THE PRESIDENT: It was a friendly, a forthright 

conversation. It's consistent with the tone that we've 
established in our relationship. But it was one that I had to 
have today. 

Q — Super 301? 

THE PRESIDENT: He'll have an announcement about that later 

today. 


-continued- 
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Q Actually^ could I just ask on this subject — 

Q (Inaudible.) (Laughter.) 

THE PRESIDENT: Yes — (laughter) — I was beginning to 

think that we were the only two policy wonks in the %#orld that 
love — (laughter) . There they go again. 

Q When this report was released six months ago, you were . 
predicting, I think it was $106 billion in savings — 

THE VICE PRESIDENT: $106 billion. (Laughter.) Be careful 

not to inflate that number. (Laughter.) 

Q — and over five years — I mean, are you confident 
that the targets can be met? 

THE VICE PRESIDENT: Absolutely. There was a fundamental 

misunderstanding about the difference between savings and CBO 
scoring. If you have savings and the caps are not adjusted, then 
the CBO says that*s zero, but the savings are real. And that is 
the case for every single one of the savings in the report. 

1*11 give you quick example — we recommended the closing of 
a uniformed military medical school. The savings involved each 
year in closing that are about, what, $200, $300 million per 
year. Under, the arcane rules of scoring, - that* s called zero, 
because the caps aren*t changed. But in the real world where the 
money is spent, that is a real savings. 

And when this all plays out, you* 11 see that they* re real. 

For example, in the *94 buaget year, which was only — we only 
caught part of that because we were well into it «ihen the report 
was released — but in that part of the *94 budget year and in 
the *95 budget year, we called in the report for the portion of 
the $106 billion in savings reflected there for $12.6 billion. 

Out of that amount, $12.5 billion will be gained. And our — 
those savings are in the budget, so — give us time. We* 11 
demonstrate how and where the savings occur, and they will be 
real . 


THE PRESIDENT: Thank you. 

THE VICE PRESIDENT: Thanks very much. 

END 11:26 A.M. EST 
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FROM: 


RE: 


REDHOIEB X001156 

THE WHITE HOUSE 
WASHINGTON 


February 28, 1994 


FOR FILE 

JOHN D. PODESTA 

ASSISTANT TO THE PRESIDENT AND STAFF SECRETARY 
W. NEIL EGGLESTON 

ASSOCIATE COUNSEL TO THE PRESIDENT 

WHITEWATER— SENATE BANKING COMMITTEE HEARING AND 
OTHER RECENT ACTIVITY 


V’ 
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4 . Senator Grama. 

Senator Grama was initially pretty mild, merely urging 
the President to made all information public so* that the country 
could move on to other issues. 

It was during Kr. Grama's questioning that Mr. Altman 
testified about his meeting at the White House approximately 
three weeks before the hearing. Mr. Altman stated that the 
meeting was procedural only, relating to the statute of 
limitations issue. Mr. Altman stated that he had requested the 
meeting because he had been answering questions from members of 
Congress about the procedural issues, and thought it only 
appropriate to provide the same information to the White House. 
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(Draft 2/18 (%me)) 
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1993 


7 / 22 / 93 : 


7 / 26 / 93 : 

7 / 27 / 93 : 


12 / 23 / 93 : 
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Mr. Nussbaun reviews the contents of the 
files in Nr. Foster's office in the 
presence of lav enforcement officials. 
Those files relating to the Clintons' 
personal legal matters were later 
transferred to the Clintons' private 
counsel, Williams & Connelly. 


Nr. Neuvirth finds the note in Nr. 
Foster's briefcase in Mr. Foster's 
office. 

The White House alerts the Department of 
Justice to the existence of ^e note. 


The President directs his private 
counsel to turn over all records 
potentially relating, to the Madison 
Guaranty investigation to the Department 
of Justice. 


X001 162 


1994 
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2/5/94: WT reports that thm Park Polica raport 

atatas that a dataetlva aaid that ha had 
lookad in tha toiafeaaa and was cartain 
thara vaa no nota. Tha raport alao 
aataa that Huaahaua« thoaaaaon, and 
irilliaBa atayad in tha offioa tha night 
of 7/20 froa lOsOO p.a* until aidnight. 
Nuaabaua atataa that ha vaa only in tha 
offiea for 10 ainutaa. (NT 2/5/94). 
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1/5/94: Mr. LindMy Issum • statwant that 

doeuMitts ralatlng to tha Nhitawatar 
Oavalopoant Corp. will bagin to ba 
dalivarad by Nr. Kandall to tha 
Oapartoant of Juatiea. Inoludad in that 
production will ba tha docunanto 
relating to Nhitawatar that ware in Nr. 
Fostar'a office at tha tine of his 
death. 


1/14/94: All records raspomiva to tha subpoena 

are turned over by Mr. Kendall to tha 
Dapartnant of Justice. 


San Hauer states: "z was in tha process 
of getting those papers fron Vince 
Foster and Z'n— Z assune that's why he 
had the papers in his office." (M«T 
1/17). 


1/16/94: 
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1993 


On July 20, vine# Fostur oonits suicidu. On July 22, tho 
off leu of vlnoo Footor is osarchsd by Bsinard Nussbauu, ths Park 
Polico, and ths F.B.X. Katarials ars placad hf Nussbaua into 
thrss pilos, official Whits house files, personal Foster files, 
end Clinton personal files. The Clinton files are turned over 
to David Kendell, the Clinton* s personal lawyer. 



On Deeeeber 24, 1993 a subpoena is issued pursuant to 
negotiations bet%reen David Kendell and the Justice departnent 
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Personal and Confldential 


MEMORANDUM 


To: File 

From: Bruce R. Lindsey 

Date: October 20, 1993 

Re: Whitewater Development Corporation 


On Thursday, October 14, 1993, Bemie Nussbaum, Neil Eggleston, and Cliff 
Sloan of the White House CounseFs office, Mark Gearan and I met with Jack 
DeVore, Josh Steiner, and Jean Hanson of the Treasury Department. The purpose 
of the meeting was to discuss a telephone call that Jack had received the day 
before from Jeff Gerth of The New York Times. 

Gerth informed DeVore that he is aware that a number of criminal referrals 
involving Jim McDougal and Madison Guaranty had been forwarded from RTC’s 
Kansas City field office to its Washington office. (Apparently, the "normal” 
procedure is for a criminal referral to be sent from a field office directly to the 
appropriate U.S. Attorney's office. DeVore did not know why these referrals 
came to Washington instead.) Gerth stated that, to his knowledge. President 
Clinton was not a target of the referrals, although Governor Jim Guy Tucker might 
be. 

One of the referrals, however, involved four cashiers checks — each for $3,000, 
two made payable to the Clinton for Governor Campaign and two made payable 
to Bill Clinton. The checks were dated April 4 or S, 1985. All four checks were 
deposited in the Bank of Cherry Valley. Gerth wanted DeVore to find out who 
had endorsed the checks. (A check of our campaign records turned up three 
cashiers checks for $3,000 each from J. W. Fulbright, Ken Peacock, and Dean 
Landrum, and a personal check for $3,000 from Jim McDougal, signed by Susan 
McDougal.) 
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DeVore confinned 'with the RTC that the refemli had been received in the 
Washington office, but had already been forwarded on to the Little Rock U.S. 
Attom^'s office. DeVore wanted to make it dear to Oerth that the referrals had 
been sent to Little Rock before his call. DeVore’s inclination was also to confirm 
to Gerth the foct of the referrals. He indicated diat such confirmation was normal 
procedure. We suggested that instead of confirming the referrals, DeVore should 
indicate "off the record* that whatever had been received in Wadiington had been 
forwarded to the U.S. Attorney's office prior to Oerth's call. 

The RTC believes that the finds fot dw cashiers cheda came from a loan from 
Madision Guaranty to a Republican, but supposedly the Republican was unaware 
that some of the loan finds had bem divert. 

cc: Maggie Williams 

Bill Kennedy 
Mark Gearan 
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CONFIDENTIAL 

ABC News has asked Roger Aftman the foUqwiiig qoestioiis? 

(1) Did Roger Ahman pot pressore on the RTC general counsel, urgiog her 
to brief the outside counsel (i.e., David Kendall), on the statute of 
limitations? 

(2) Did the White House ask him to do ^ 

Altman was at a meeting at the White House diat had to do with the Whitewater 
topic, where he was asked by a White House staff person, *Can you ask the 
RTC general counsel to brief the outside counsels on the statute of limitations.” 

I Roger’s response was, *I don’t know. I’ll check.” The White House person 
said somethiug like, *You’d better do it quiddy.” 

Roger then, in a regular meetiog with the general counsel of the RTC, asked 
this question, and the re^nse was, "Roger, I don’t think it should hiq»pen 
now. I don’t think it’s the appropriate time.” The signal was very clear that it 
was not appropriate that they should be having that conversation. 


Altman’s office in response to ABC has answered question (1) with "Roger 
Altman has regular conversations with Ellen Kulka, general counsel^ This 
matter was discussed." They did not answer (2) and are looking for guidance 
from us on how to answer it. 



The rqmrter’s name is Aram RaUston. Howard Schloss is the Altman person 
who called her. — - 


Jenny Terzano x62580 
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MEMORANDUM 

Comptroiitr of wm CuawBBf 

Administrator of w miti imm » 

wasnmgton. O.C. 20219 

MWMM-rWAfIMSSIQN WgQUgST 

NO. OF PAG6S: covew <.3 OATt 12-2-93 - 

IS 

NAM6 Bruce Lindsey 

OEPT/MAIL STOP 

OFFICE PHONE 456-2668 

PRomr 

NAME Eugono A. Ludwig PHONE 874-4900 

Oee FAX: 202-87A-49S0 

Additional adosBssas sr oamr iiiiuiinaiiDn: 


COMPANY White Houid 

CITY 

FAX PHONE _ 456-2883 



contact PEfBOMr Rita Johnson 

PHONE NUMBER; 874-4900 

SENDER. PLEASE CHOOSE DNS OF TfC FOLLOWINQ; 

Rtturn originals to co iiB Ct parson 

will pick up originals 

Oastroy originals 


REV.ii.SS 
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»ov«mb«t 30 « 1993 


Hoyle RobiesOn* Exeeut&Te Seevetery 
rederel DepesiR Zaeurenee Corp. 

5 S 0 17 th SR. MW 20429 

beer Robinsen« 
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Pureuant to the fe4erel PreedoVe< XnferBetion Ret« Z 

^/«oc ‘ ‘ ‘ 


cequeet eoceee to end eeploe e£ jk|^/do 6 Uieiito releted to the 
now-deduAOt Nedieen Geesenty Savinwo aad boon of hEkeneao 

•>the goTeraaeat'e eKaalnetiOAe of Kedieeo between 
1991 ’. mad 1964 end ite repeetei 
••eoxreependonee between eegulatere end lavyere at 
the Roee Lev Pin ef Little Meolc> Rrk«e eeeeerAlnf 
Hadieon# and any aeaerenda te# freh ej aboat the 
Rose Law Plra and/or ite partnerei 
••the rozc’c 1949 lawduit againeti and eabectaont 
eattlenent with, Nedieon*f aceoantaate* 

Z agree to pay reafoaabie doplleatioa fete for the 
proeeeeiaf ef thie reftteet. However, pieaae notify m prior 
to your inowrxi&g any espeneae in exeeta ef 9 S 00 . 

Vhvoueh thle refueet, Z as gathering inforBatioh on 
Nedieea that ie or eurrenc iatareaa to tne publle baeaaea of 
eurrent inTeetlgatione late ite daalingt and ite offieore* 
Thia inforaatioa la being eoaght on behalf ef The teltiAora 
8 un« 

ha X as oaking thie requaet ae a jeure allot and thie 
inforxatlOA ie of tioaly value, z vould appreeiata yaar 
ooBMunleatlng with m by phone , rather than by pail# it 
you have aueitioaa regarding tbio raguatt* Z aaa ba raaebtd 
at ( 203 ) 414-easo, and look forward to your reply within 
10 bueinaaa days, as tbe statute reguiree. Thank you for 


tiooeraly, yn . 

Hluaaa Baer 

Vaahingten cerrespoBdeat 
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U Newipapdr 
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tHay ^aonM availatolt ta you o;.«Aottt vi4i.aa aac-1 ai; tat 

doaaoantt aava ^aa aaatitaici. 

r am aaklaa that ragiiatt oa oahaLS ei ?aa Naaianftoa roat.« a 
acoafiayor af ftnaral oiraalataea ia tlit Waaduifton# B«6« oatra» 
yailtaii araa and throttohaut tha Qaitad dtatoa* Tha raaordi dtt* 
oloaad yuriutat to thia raquaat vUl hm toad in tHa yrayaratian 
of nova artiaXaa for ditaaoinatian to^tha oublio* AoaordanaZy# 
parauaBt to S B«S»e. Isil laMIMd)« you vaiva 
aU faaa in tha oublia iataaaat haeauaa tha foaniahUa of tM 
iafonaation aoafht hy thia aaquoat vlll yrioarily hanafit tha 
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BttbliOt Xtf hovtvtr, you dooilno to Volvo oil foil# X dB . 
oripAKOd to poy your noMl iioroh fooo (ond oopylog 
I dteido to copy ony rooordi) « . Irat 1 roquott thot you notify 
if you OKpoet tno itifoh fool to oxeted HOP* 

2 look forvord to Xooriny from you. 

flneorolyi 
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THE DBPARTMEIIT OF THE TRBA8UEX 
OTFICB OF THE CHIEF Of STMa 


JAE COVER SHEET 


Date ; December 1 , 1993 

To: Bruce Lindsey 

Fax i: 456-6703 

Number of pages to follow: 


From: Joshua L. Steiner 

Phone: 622-0016 

Fax: 622-0073 


Message: 

FYI. 



Josh 


1294 

X001191 


Clinton personal 



X001192 




r /X 


V ..^ / 


V-. ^HuJLsts^ 


(LT^. - 5/l *ww^ ~fc 

/<» O-Wy— -z' X*XD “• *Xfc^ 1 

■^<3a> yVA/CkAiMA^- «v*— 

X" y“*\r^ 

» no-^ 


V_A .•r^ . 



-- (j-V- 0-TC Hi 

txW-^ (j-V^ /W» " 


(A. /N*. <z| to ^ 

^ «•) /Wlv-Y 

G^ Caj-mu-J e jL/*w- \^*rv - cn J m ~ 

•3C-IA. _oT^ *\ u*.^ ^A-*%-*w>i 



1301 


X001198 

THE WHITE HOUSE 

WASHINGTON 


March 3, i994 


MEMORANDUM FOR THE WHITE HOUSE STAFF 

w**u~0 

SUBJECT: Contacts regarding Madison Guaranty, Whitewater and 

related matters 


This memorandum reiterates White House policy on contacts with 
agencies, previously set forth by the Counsel's Office, and 
outlines specific guidance for issues related to Madison 
Guaranty, Whitewater Development Corporation aind related matters. 

Any contact from an Executive Branch or independent agency 
regarding Madison Guaranty, Whitewater or related matters should 
be directed pronqptly to the Deputy Counsel, who is charged with 
reviewing such contacts and determining whether they should be 
directed to the President's or First Lady's personal attorney or ' 
addressed by the White House. In addition, no contact by the 
White House with Executive Branch or independent agencies 
regarding these matters should be made without prior 
authorization from the Deputy Counsel. 
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MEMORANDUM FOR ASSISTANTS TO THE PRESIDENT 

DEPUTY ASSISTANTS TO THE PRESIDENT 

FROM: MACK MCLARTY 

CHIEF OF STAFF 

SUBJECT: Coniacti Regaiding Madison Guaian^, Whitewater and 

Related Matters 


This memorandum reiterates White House policy on contacts with agencies, previously set 
forth in memoranda from the OwnseTs Office, and outlines specific guidance for issues 
related to Madison Guaranty and Whitewater Development Corporation. 


Any contact from an Executive Branch or independent agency regarding Madison Guaranty, 
Whitewater, and related matters sbouM be directed promptly to the Counsel's Office. The 
CounseTs Office is charged with reviewing such communications and detennining whether 
they should be directed to the President’s personal attorney or addressed by the White House. 
In addition, no contact with Executive Branch of independent agencies residing these 
matters should be made without authorization 6om the Counsel’s Office. 

As an additional procedure, whenever the Counsel’s Office authorizes initiating, or 
responding to, contacts reglmting these matters, the Counsel will ihfbitii the Chief of Staff or 
either of the Deputy Chiefi of Staff prior to acting. 

Ifyouneedanothercopy of the general memoranda regarding agency contacts, please contact 
the Counsel’s Office. 
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MEMORANDUM 

TO: The First Lady COMFI DIHTIAL 

FROM: Harold Ickes 

DATE: 1 March 1994 

RE: Resolution Trust Corporation 


It is my understanding that shortly after Roger Altman met * 
with Bemie Nussbaum, me and others concerning the RTC statute of 
limitations, he received an opinion from an ethics officer of the 
Treasury Department that he, as the acting head of RTC, did not 
have to recuse himself from matters involving Rose/Madison 
Guaranty. I Will confirm this situation. 
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THC WHITE HOUSE 

WASH I NOTON 


March 1, 1994 


MEMORANDUM FOR PILE 

FROM: JOHN D. PODESTA 

ASSISTANT TO THE PRESIDENT AND STAFF SECRETARY 

N. NEIL EGGLESTON 

ASSOCIATE COUNSEL TO THE PRESIDENT 

RE: NHITEWATER— TRANSCRIPT OF SENATE BANKING COMMITTEE 

HEARING 

Attached please find the transcript of the testimony 
portion of the hearing before the Senate Banking Committee last 
Thursday, February 24, 1994. 

The opening statements will not be available until the 
Conmittee releases the transcript. 


H.N.E 
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Copyright 1994 Federal Informatioii Systems CorporatioB 
“ Federal Ne%vs Service 

FEBRUARY 24. 1994. THURSDAY 

SECTION: IN THE NEWS 

LENGTH: 26366 words 

HEADLINE: HEARING OF THE SENATE BANKING COMMITTEE 
SUBJECT: 

RTC THRIFT DEPOSITOR PROTECTION OVERSIQfT BOARD SEMIANNUAL 
REPORT CHAIRED BY: SENATOR DONALD RIECH£ (D-MI) 

WITNESSES: 

LLOYD BENTSEN. SECRETARY OF THE TREASURY 

ROGER ALTMAN. INTERIM CEO. RESOLUTION TRUST CORPORATION 

ACCOMPANIED BY: 

ALAN GREENSPAN. CHAIRMAN. FEDERAL RESERVE BOARD 
ANDREW HOVE. ACTING CHAIRMAN. FEDERAL INSURANCE DEPOSIT 
CORPORATION JONATHAN FIECHTER. ACTING DIRECTOR, OFRCE OF THRIFT 
SUPERVISION DIETRA FORD. EXECUTIVE DIRECTOR. THRIFT DEPOSITOR 
PROTECTION BOARD S38 DIRKSEN SENATE OFnCB BUILDING 
WASHINGTpN. DC 

BODY: 

SEC. BENTSEN: Mr. Chairman, members of the committee. I have the Oversight Board 
members with me here - Mr. Alan Greenspan, chairman of board of the Federal Reserve; 
Roger Altman, who's the interim CEO of the RTC. Fve got Jonathan Fieditar, who's the 
acting director of the OfiBce of Tlirill Supervision; Andrew Hbve^ who'4 the acting chairman 
of the Federal Deposit Insurance Corporation. Also accompanying us is Dietra Ford, who's the 
executive director of the Overright Board. 

And I have a longer version for the record, but Fd like to summaiiae H; particularly with the 
lateness of the hour, if I might 

SEN. RIEOliB* Well make your Bill report a part of tiie record, and wePd like your summary. 

SEN. BENTSEN: Before I begin, and listening to the partisan exchange, let me thank the 
members of this committee for their bipartisan support last year, in the last session, to obtain 
the Bmding to finish the RTC job. Fm quite appreciative of that 

Let me tell you something you don't hear very often. We're not here to ask for more money. 
The funding - (applause, laughter) — the funding provided through the RTC Completion Act 
ought to be sufficient In fact, they tell me this is the first time that tiw Overri^ Board has 
been befbre you that it wasn't asking for additional money and ftmding. And Fkn just very 
pleased to be able to inherit that honor. 
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rm alfo happy ta npoft that ftw SALt an foiling, and 99 pcfctm of privata-fodor thrifts are 
well or adaqu rt ely capitalized. OVERSIGHT Let me review some of the numbers ft>r you. 

Since theRTC was created in 19S9, ifs taken over 743 foiled institutions and itfs closed or 
sold 6t0 of them. In the process it protected nearly 23 million deposit accounts with an 
average balance of $9,000. RTC made good on the government's guarantee of deposit 
insurance to millions of Americans nationwide. And, I might add, it did it with a minimum of 
disruption. A lot of the customers didn't even know that the RTC had taken over their SAL. 
The RTC also undertook the greatest liquidatioo in history, so far disposing of $393 billion in 
assets for about 90 percent of their book value. Frankly, I couldn't believe that one. I made 
them go back and ^eck it again for me. The RTC sold since its inception nearly 80,000 units 
u affordable housing. So at least tens of thousands of lower-income families have benefitted 
as this problem is being solved. 

Now, crime is at the top of our agen da these days. W e talk about violent crimes. Well, this 
scandal had criminals - had WlOirb&IIlf OHhuiuill. lilSrethan 1,S00 persons were charged 
with mqjor crimes involving SALs. Nearly 1,250 were convicted. And of those sentenced, 
more than 75 percent went to prison. And RTC has pursued several recoveries fiom 
wrong-doers with all involved agencies collecting nearly $2 billkm. 

Mr. Chairman, when this administration took office the total cost of resolving the SAL 
problem was estimated at between $100 and $150 billion. When 1 testified just last March, 
we thought as much u 45 billion.in additional ftmding would be needed. That was on top of 
the nearly 87 billion already appropriated. . . 

A lot of people agreed with us. The Congressional Budget Office estimated 50 billion. The ' 
General Accounting Office had us around that level. And so did the House and the Senate 
budget committees. As RTC ftmding legislation moved through the Congress last year, 
constantly improving economic conditions resulted in record earnings fbr the SAL and the 
banking industries. By mid-November after lengthy deliberatioos in both houses, the ftmding 
bill provided $18.2 billion, and that brought the total amount thafo provided ^ CoiigM for 
the dean-up to $105 bilUon, a figure on the low end of the ealimata whan this administration 
took office. 

And I know the resulti could have bean diflbrent - earily. Depos i tor s could have lost all their 
savings. Loss to the govemmant could have bean for greater, resolutkm of the problem could 
have talM amdi longar. But to the credit of a great many pwpla^ and thpyVa seated in this 
cornmitiea^ In addhioo, the problem Is near resolution. 

rd like to give you some - and Fd like to give soom credit to the management of the RTC. 
And I think wd'd sore better credit the ecoooniy. Defidt reduction has helped interest rates to 
foil. We*ve taken steps to increase the availability of credit, tackling unnecessary regulations 
and report requirements that disooqrage lenders fiom making loans to small busineas. And 
wall continue to propose changes that will result in greater credit availability and effidendea 
in the banking indua^. This is why ^ want to sell a numbar of iamaa^ iaduding passage of 
the community developmant financial institutioos legisiation, which indudas a balanced 
reduction and regulatory refbrm. Fll be before this committee next week with spedfics on the 
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admiiiistratioii*s proposal to reform and simplify the regulatory structure for depository 
institutiont. Our proposal not only will eliminate unnecessary regulatory expenses which 
could re^f in tfie availability of greater credit, but as importantly, it can help avoid new 
crisis by putting a stop to inconsistent and confused regulation. But well talk more about that 
next week. But the point I want to make on deficit reduction is that the market responded, the 
economy responded. Housing starts and home sales are up, and that's sure good news when 
you're the RTC and you're trying to dispose of property. I can't help think back what a 
dramatic difference interest ratesTnake. ' 1 used to chair a savings and loan. Sure glad I sold 
it when I came to the Senate. (Laughing.) But ni tell you, not smart, just luckyl But 111 tell 
you — (laughter). But Fll tell you, when you've got your mortgages at one rate and all the 
sudden long-term interest rates go substantially above that, you've got yourself a real problem 
in an SAL. And when you've got the government saying we'll guarantee the first 100,000, 
and you've got a small, new SftL, and then they have Wall Street bundle up hundreds of 
billions and send it to a little SAL. We saw that thing happen in Vernon, Texas. A good 
example of that And then ylTu sab'thd "Othbfii ^b~lird~h<Sirie$tly trying to compete and what a 
hold it puts on them. Fortunately, we're seeing things go the odier way with tl^ substantial 
reduction in interest rates. 

And I want to say to you. Senator Bennett, Fve seen some of what you're talking about, too, 
where sometimes they were overzealous. And that balance is in part the concerns of what. 
Senator Boxer has for those that have been ill-used and guilty of malfeasance. 

But lower interest rates and increased credit activity have brought about increased earnings for 
all types of financial institutions. Many SALs that may have been at risk are now making 
profits. But you and I know we can't predict what's going to happen between now and '95 
when the RTC goes out of business. Nobody foresaw the floods and the earthquakes, and they 
had their economic consequences. We're not done yet 

Through *95, RTC must continue to protect depositors. They must dispose of some very 
hard-to-sell assets. And it must ensure its operations run effectively. It must work toward an 
orderly transition of its responsibilities to the FDIC. And it must never lose sight of its 
mandates to provide affordable housing and maximum minority participation, including 
implementation of pfoviaioas of the RTC Completion Act 

Fve urged the RTC to work aggressivety on die issue of minority pardopation. If a imperative 
that minority- and woman-owned businesses have an ample opportunity to win contracts, to 
purchase assets and to acquire fiuled thrifts. In fact, the RTC is taking special care to meet 
the requireinents of the completion act to provide preferences to minority institutioos while 
applying the least-cost test 

Let me be more specific on some of those things I mentioned. The RTC has begun resolve 63 
insolvent institutions now operating in conservatorship, which about 2.3 million deposit 
accounts. Some additional institutions may be transfe^ this year. If so, the RTC will make 
good on the government's guamtee to those insured depositors and any others who might yet 
fall under its jurisdictiott. 

Insofar as the remaining inventory of nearly 64 billion assets - $64 billion in assets, these, as 
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you Slid eariiir. Mr. Chainiiafi, m the most hard-to-sdl properties that are left: rail property 
and noii-peffeniiiiig mortgages. While the unproved economy helps salea^ the potential loss 
to the taxpayers could be reduced if these assets are managed and sold efficiently. Iha RTC 
is working on improving its marketing and sales strategies and is seeking creative, yet sound 
techniques to maximina returns. 


To ftilfill its remaining mission, the RTC will benefit fiom good managers. Jack Rym of 
OTS was appointed deputy CEO.~^enXttkla (ap) of the'OTS has been appointed general 
counsel. And Tom Horton has been promoted to acting senior vice president for asset 
nunagement and sales. And I can tell you today that the administration expects to submit its 
nomination for a permanent chief executive shortly. 

I thank Roger Altman for the service that he has done as the interim CEO. His terra expires 
the end of March, and we hope by then t o have a candidats. In line with the RTC 
Completion Act, Jack Ryan wffi ser^aslbe uilcnm CbU between the time Mr. Altnun's 
term expires and the permanent CEO is confirmed. The Oversight Board will also make some 
appointments to the audit committee* which will be in operation sooit 

Fve asked Frank Raines (sp), vice chairman of Fannie Mae* to chair that one* and to serve as 
members we asked Jonathan Fiktar (ap) of OTS. Robert Larsen (spX vice chairman of the 
Taubman (ph) Compaity and a ft>rmm member of the Oversight Bo^ Mr. Larsen (sp) has 
also been renominated to serygon tho Oversight Board* and I hope you'll be able to approve 
his nominatioo soon. The RTC’.will dose down on December 31, IMS* oim year earlier than* 
originally thought* and planning for that is weO underway: l expect the new management to 
work with the people at the FDIC in a cooperative wqr to carry out the transition of the RTC 
totheFDIC. 

This past year the Oversight Board has also strengthened our staff reviews. I was being 
reminded of my testimoity of last year and the recommendations and the improvements that 
we sought to bring dbont Wehave done anmnher of tirntn. We havenT co m pl e ted them all. 
Wd're obviously still working at it; and wdte serutiniaag some. 

For i nstance^ our staff has been n^torirra the RTCs efforts to improve its contracting 
^sterns and Hi ovarsiiht A rsvimv is being coiidncisd to intike sura poBdas ate applied 
unifiMmly to all con tr actors ard timt con tr act oversi^n procedures provids el fo cnve review of 
perfbrraancai Another enaaple: The staff has fbeused on the RTChfinandd operating plan, 
its operating bndffit and all Hs borrowing activity, and our advisory boards are takiag hard 
looks at the polite governing anet sdes. Late last year, Ira Hdl of IBM USA was named 
chairperson ^ the Nationd Advisory Board* bringing conaidertible finandd expertise and 
private sector exper ti se to diet process. 

These boards meet regularly at sites rutionwida to discuss pre g ras s and to hear tastimoriy 
fkMi wilRitiM M how ihtM ngulalioM ai4 Pfondum lObel dUbnat pull of A* «o«atqr. 
Ih* RTC UiMot M dwir advictb ad dMjr ho** bMO aHtnoMolil io adwiachig iflMiM* 
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TIm Complctioii Ad cmtod § new affordabU housing authority board to replace the National 
Housing Advisory Board. That new board will be made up of nine members, including the 
secretary Ilf HUD: They will be providing advice on affordable housing programs, and how 
to merge RTC programs with the FDIC programs after the shutdown, and we're loolung 
forward to worldng with them. Now, last year at this hearing, as I said. I announced those ten 
goals insoftf as improving or reforming RTC management - things like putting in place a 
system to ensure prompt follow-up on findings of the. inspector general and the General 
Accounting Office, strengthening thF* Dontracting system and oversight of its private sector 
contractors, appointing a chief financial officer. Ilie RTC Completion Act mandated and 
expanded on those reform, and RTC is moving to meet the standards that Congresa 
determined and set 

Fm pleased with the results, and in a minute, Fd like Roger Altman to discuss them with you 
one by one. I hope you especially note what we've done on opportunities for minority- and 
women-owned bignesses anTuTSnmgthehTn^^ mtemal accounting and administrative 
control systems. I personally bdieve that these programs are an important part of RTC duties 
and that this is an area it must continue to focus on to ensure legislative mandates are carried 
out And Mr. Chairman, let me end on this. I believe that the RTC has made significant . 
progress in the past year in achieving its mandates and in addressing the concerns that you 
folks in the Congress raised, concerns by the GAO and by the oversight board. You bet 
thereVe been a lot of problems, but the organizatioo has been relatively free from partisan 
conflict Republicans and Democrats alike have been committed to fulfilling the government's 
obligations to protect depositors at the least cost to the taxpayers. In *94 well keep working' 
at that one, and looking to *93, well, 1 believe the RTC will be more than happy to be out of 
business. I sure will be happy. Thank you. Now let me turn it over to Mr. Altman. 

SEN. R1EC9£: Mr. Altman, we'd like to hear from you now. 

MR. ALTMAN: Thank you, Mr. Chairman. I, too, have a longer statement which, with your 
permission — 

SEN. RIECRE: Without objection. 

MR. ALTMAN: — that I hope would be entered into the Record, and FU summariae it here. 
This is probably the final time I will appear before the Cdngreas in any RTC capacity. Under 
the temmof die Vacanqr AcLOty appointment would expire on March 30. There are limited 
circumstance under which that could be extended, but I don't believe they will apply. 

As Secretaiy BeniMn said, Hfs our intention to nominate a permanent chirf executive « soon 
epossibleL 

Last year we chose I think a fine candidate, Stanley Tate (ap). He withdrew, whidi was not 
at our urging, and 1 believe he would have done a good job. I also want to join with Secretaiy 
Bentsen in thanking the entire committee for its bipartisan efforts to secure fhoding through 
the completion act passed late last year. 

Fd also like to note that the RTC has taken special efforts to be responsive relative to the 
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CalifiMiiia earthquake. Foredosurea ia Ihoae effective areas have bean defined, home owners 
are beifig helped to avoid deliiiquencies on mortgages held by the RTC, and we notified 
FEMA oT54 muMfaniily units and 47 single family residences that can be made available for 
temporary hoitting. Now, on to the status report 

' Mr. Chainium, the SAL collapse required the biggest financial rescue probably in world 
history. Inclu^g money sp ent by the FSUC beginning in 1988 ifs expected to cost the 
American taxpayers the staggmn^i^ of about $1S0 billion. To put tlmt into perspective, at 
today's budget levels that's equivalent to about 43 years of Head Start, about nine yean of 
Aid to Families with Dependent Children. And at a time when we all struggle to finance 
federal support of vital activities from national securiqr to education, these are sobering 
comparisons. Fm sure all of use would agree on a bipartisan basis to make every effort to 
ensure that such a fiasco is never repeated. When we inherited responsibility fr>r this agency, 
it was not in sound condition. It was one of the largest contracting organizations of all time. 
But it had poor contracting procedures, it was selling ass^ in massive blocs, denying local 
investors a shot at local properties which they knew best And despite being larger than 
almost any American financial institution in the private sector, aity bank or any securities 
firm, it had no frill-time chief financial officer, no permanent general counsel, and it had no 
business plan. So we determined to concentrate on repairing the organization and when 
Secretary Bentsen first testified before this committee, almost exactly a year ago, he outlined 
a series of management reforms to which we committed ourselves^ and Fd like to very 
quickly just review some of those. A frill-fledged review of all 21 of them is appended to my 
statement 

Contracting. We found that the agency's contract award procedures had often been violated in 
the past; and our first action there was to mandate compliance. Some of the compliance 
problems reflected weak organizing principles. Contracts were often let by the same 
employees responsible for overseeing them. Obviously, in the event of a compliance problem, 
the employee then had little incentive to draw attention to it So the Office oi ContrM has 
been reorganized into two separate units; one tor contract solicitation and award, and another 
for contract administration, to avoid conflict and the scope of contracting oversight has been 
substantially expanded. Ainong other things; the staff diera has bean more than doubled, and 
reviews of nearly 300 outstanding contracts were undertaken last year. 

NextaudHs. A new reporting .system has bean implenientsd to snsan that managsnient 
re^ponds.to tha concerns raised by andHoca. And that system now tracks and updates the 
status of aO inspector ganerat GAO and internal RTCflndingS and recommendations. And 
Fm pleased ts say that the RTC today is current in following up on almost all GAO and OIG 
flndings. Businem plea. We completed a comprehensive businm plan. We provided copies 
of that to this committee. It is a highly detailed and, I think, objectively speaking, good piece 
ofwork. M intended to be a living document and wete going to update it regularly as 
conditions warrant 

Chief flnandsl officer. Donna Cunningham, our chief firumdal officer, has besn on board for 
hbout eight mondis. She'8 taken that helm very ably, as reflected in a ssriss of improvements 
ia the internal controls in the organization. 
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Hm piofessiofial liibility section. This has been a particularly troubled area of RTC 
operations, lliere have been complaints from both sides of the spectrum, as the comments 
already here today illustrate; complaints that the RTC was unRurly pursuing former SAL 
directors who had no real roles in those organizations and, on the other side, complaints that 
the RTC was not sufficiently zealous in pursuing the real crooks. 

As GAO recognized in its mid**93 report, the primary problems have involved 
staffing and an overall lack of 'expenehced attorneys and the temporary nature of the RTC has 
made it particularly difficult from a recruiting point of view. But we have worked hard to 
increase the size and the training of the staff in this area. We currently have the highest total 
of attom^s on board in the agency's history. Moreover, senior RTC and FDIC officials are 
planning to merge the RTC unit here, the PLS unit, with its counterpart in the FDIC, 
recognizing diet the FDIC is a source of experienced attorneys in this area. 

I also want to say that effective prosecution of FLS claims continues to be one of the RTCs 
highest priorities. 

Secretary Bentsen referred to our having formed an audit committee and appointed its 
members. We have also established a joint coordiiuting committee with ia FDIC for 
purposes of planning the transition or portions of the RTC back into the FDIC by the end of 
•95. 

rd like to make a special set of comments about expanded opportunities for minorities and * 
women. That's been one of our highest priorities, as Secretary. Bentsen said. First of all, we 
elevated the minority and women's prograih to the divisional level, put the head of it on thef 
executive committee reporting dire^ to the CEO. We took action to expand the number of 
minority- and women-owned businesses receiving RTC contract soUcitationa. And there are 
now more than 1,100 of them in our database. 

Let me say a couple of words about the record. On a cumulative.basis since inception of the 
$3.7 billion awarM in nonlegal fees, SSOO million have been awarded to minority- and 
women-owned burinesMt, 21 percent Take a look at last year. We paid nonlegal foes of 
$500 million. Minority- and women-owned businesses received 31 percent of those. We also 
encouraged efforts to encourage the use of minority- and woman-owned law firms on the 
legal side^ as for as legal fees are concerned. Last year, such firms received $54 million, or 
13 percH; of all legal foes ftomui^ a big i ncrea se over the *92 leveL Andwithinthe 
category* of minoiity- and women-owned law firman minority-owned law firms received $36 
million, for above the $23 million of a year before. I think the entire RTC is quite proud at 
the sharply increased levels of minority and women's participation in all of the fee- generating 
activities of the agenqr, and details on that are also appended to nty statement Turning 
briefly to operations and financial issues. Secretary Bentsen dted a series of statistics relative 
to the amounts of institutions which have been resolved since inception. To me the most 
important statistic is $9,000: . Ihafs die average balance in institutions which have been 
resolved. And Ibr those who think this has been a bailout of the rich and fomons^ I dunk 
thaf s a pretty telling number. 
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W« hw 63 inttitmioin under ooniafvelnnliip lod^r. Sit billion of depoiile. Now ihm die 
CompMon Act is law, wb*ro in die pcoooss of mirkeling diose romainmg cooservslonhipt. 
Wo thUtMii dS will bo resolved. Mr. Chsiniieii. by die sununer of this yeer, and it Aould 
«oet S^bOtton to III biUion to do that 

On the aassi sals sida. we exceeded the taifeis we initially set last year. Book value 
reductions, 163 billion; cash proceeds, 76 percent of that TWs a reooveiy rate below 
previous years because now we*re down to poorer-quality assets, hard-to-selt assets. For this 
year, *94, we expected to reduce the book value of our inventoiy by S43 billion, cadi 
proceeds $29 billion, projected recovery rate, 66 percent 

Now, on this asset sales side, one of things we did was to put in place a small investor 
program because, if IVe heard anything in this past year in this capacity, it was that local 
investors were not - did not have a sho t at lo cal prop erties wh ich they knew best So we 
took steps to ensure that aSISII WtRild bb B^lilibld'tof saT4 individually to small investors 
with moderate levels of capital. Under this program, individual offerings of real estate 
properties have been emphinined. Underscore "individual.* Auctions and sealed- bid salee 
have become more frequent and geographically fiicused. Smaller loan pools are being offered 
to allow buyers to purpose smaller, more geographically segmented groupe of loans. And Fm 
pleased to sw that at the roost recent non-performing loan auction, in August last year, a tlUrd 
of the winners were new buyers who had not participated before, and the new bidders, overall 
bidders were for the most part smaller companies with a much higher preference for small 
loan pools and were most interested in buying geographically-tbcused loan packages located ‘ 
in their own areas. 

Affordable housing - Secretary Bentsen noted this - since incepdoo weVe sold over 77,000 
units, for a total of $1.2 billiotL Ihe average annual income of households purchasing in that 
program has been about $24,000, which, by the way. is 61 percent of the national median 
family income. Finally, Mr. Chairman, the issue of whistMlowiag. 

As was noted earlier, last September this committee held oversight hearings where a variety 
of allegations were madOi includiiig retaliation against whMe-blowsrs. 

Now, let me emphasias in the strangest tarma» we support p rotections ibr whistlo-blowsrs and 
have taken several actions to addraas those allegations. I issued a memorandnm on October 
4th to aP nC employees strongly reiterating our policy of prohibiting retaliation agamst 
whistle bl oweiSL Wo esthbUshed an ernployee ombudsnun program to augment the efforts of 
the inspector general in gathering ail ty^ of employee allegatioos. lhat ombudsmen reports 
directly to the CEO on a weekly basis, and 1 think that program is working pretty well, 
because as of Februaiy ISth we^d received 116 inquiries, 96 of which had been closed end 20 
tff which were still pending. 

We also had conversations in person nd by toleplioiio with six of the indhfidnals who 
testiflod here before this commitlea. And during those imerviows we soUcUed commeais, 
foedback, and suggestions from them on how beet to r emedy tko probleaM which they raised. 
And a number of those interviews were insightfril and have been taken into account in our 
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efforts to remedy some of the manigemeiit problems at the RTC. And I just want to 
undersoore how seriously we have taken these allegaticns and that hundreds of hours have 
been spent workhis to understand and resolve them. 

In closing, the Completion Act requires the RTC to terminate on December 31st, 199S. We 
will make that, there is no questioo that we will make that, and I think it will be a happy d^ 
for all concerned, especially th e Ame rican taxpayer. Thank you. 

SEN. RIEGLE: Thank you very much. We*re going to now proceed with the questions, and 
well go with the normal five-minute time periods. 

Chairman Greenspan, let me start with you. The Federal Reserve, of course, hu raised 
interest rates earlier itM mondi, and you just indicated publicly again that fiulher increases are 
likely. And we know in the past that rising interest rates have had the effect of causing 
significant problems for thfiftST Nhw^obvioufiTTlher uiduht is highly relevant But my 
question to you would be what effect are these higher interest rates likely to have on the RTC 
and, fbr that matter, on the future health of the thrift industry, which is still trying to work its 
w^f back? 

MR. GREENSPAN: Mr. Chairman, I think you raise a very .important question, because one 
of the lessons of this whole experien^ has been that we have - weVe put into place in the 
early post-war years an institution which was a specialized institution, one which could not 
function in a period of significant inflationaty imbalances, an institution which had long-term 
assets and short-term liabilities. And, as the secretary indicate when interest rates generally 
go up that institution is pressed as, indeed, we saw in an extraordinary sense in the period 
1979-1980. 

One of the things that is very important diat we not allow to happen again is that 
extraordinary type of inflationaiy imbalance which was so destructive to diose types of 
institutions. To be sure^ savings and loans as a consequence of that have restructured their 
balance to a significant extent and die maturity mismatch is not of the sine that it was 
previously. 

Nonetheless, should interest rates rise significantly, then I think it does put those insdtutiotis 
in a very difficult position. If a been the concern of die Federal Reserve that we endeavor to 
fend off any sudi types of ipfladpoary instabilidea, and the actions that we took - we took on 
February 4th^ and the general discussion which 1 oudined to the House Banking Committee's 
suboommitlse in trying to comprehend the type of problems dial may be out there, were put 
forward precisely to prevent .the types of difficulties which so debilitated the savings and 
loans. 

To date, the effects on thesq. institutions, of course,.have been minimal, and we don't expect 
to see any particular problems emerge on that, but I would like to call - ask my colleague, 
Jon Fiechter, what he sees, he's looking at these insdtudons in a much more detailed way than 
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MR. FlECIfrER: 1 would adio wlut diairman Qmotpm said. Ona - wall, first; clearly a 
midoc risk in the thrift industiy. fivan the naluia of the busiiiass, is iataM rates, but a real 
diffara o c a b a tw as n the thrift to^ versus the thrift of the lata 70s that ran into so much 
difficulQr whan the - there was the rata (spike 7) in the early *tOs, is that restructuring both 
of anati Md Udbilitiac. there are a lot of thrifts now that won*t hold fixed rate mortgages any 
longer becanse they went through the early tOs. Also, as a consequence of (rate Q 7), 
institutions are able to much better manage their liabilities. As you know, Mr. Chairman, u a 
consequence of FDICIA, Ots hM*^$ehtTlbi of tune*M Interest rate risk. We have a fairly 
extensive model, and in anticipation of a question such u this, I asked the staff based on the* * 
information the thrifts now provide what would be the effect of a 200-basis-point increase in 
interest rates if it were to happen as a shock - sort of an across-the-board increase, but I don't 
think we're talking about that type of change. Only Isn institutions would fail their current 
capital requirements. 

None of them would go bS5w71|lbil^rca^fiB71io^^ while ifs a very uncertain 
world we live in, the analysis that we've done has suggested that at least in the numbers that 
we're talking about today, the thrift industry is in a much better position to handle rate 
increases going forward. 

SEN. RIEGLE: I think thafs an important response beca u s e I think it shows as well that in, 
re-engineering, through FIRREA and then FDICIA, the arrangements that the general strateiy 
is working. Now, if we gcftovertaken by, you know, events that were to drive interest rates 
above 200 basis points then we're into a different aona. But lefk hope wete not going to ded 
with that Chairman Greenspan, let me ask you one other question. This issue has obvious^ 
gotten a lot of attention here this morning. Are you satisfied with the way the Madison 
Guaranty issue has been handled by the RTC7 

MR. GREENSPAN: The ov^ght toerd has; as ftr as mi concerned, had no relationdiip 
with the Madison issue because that is a special case which is handled by the RTC directly. 
And I must sqr, I have not followed it in any manner which would endUe me to address the 
question in a useful manner for you. SEN. RIEGLE: Senator IPAmalo? 

SEN. ALFONSE IPAMATO (R-NY): Thmft you. Mr. Chmmum. 

Mr. Hove; on August 10th, |9t9, there was a letlsr written to Mr. lohn CfDouM by a Ken 
K. Schanck (up). Hdh a upedafist I donT know whedwr yotfve seen this letter in your 
reviews M this whole nuMir. bttl just let me read you the last paragraph. 

In the pioeass of our suit against Frost 4k Company, we will moat certainly examine 
practices and procedures Madison Guaranqr used in the day-lo-dsy operations. We are 
making this inlbrmatioa available in detail to Mr. HtibbelL*.N6w listen to this sentence: To 
believe that none of this inforniation will inake it back to hmfoniily is naive. I do not know 
whether or not any information upcoming will be damaging, however, I would like someone 
with a wider scope of authority to review the situation and poss ib l y eliminate due confiicL* 
a credit upudalial who's telling you what the real world is dbout He was there. 

Now, let me go on. In the report relaased by the PDIC - ei|)tt pages of what I think is the 
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moft incradible whitewash of Whitewatergate that IVe seen. Hiis is incredible - inaedible. 
And IVe ^ken to you just briefly before and I told you what Fm going to ask you. Page 
sax, tho-bottom: %i addition, we have found no evidence that the Arm had a close relationship 
widi tho SAL which might call into question its independence.” 

I mean, I have to tell you, given the information that your people were reporting back to Mr. 
O'Donnell, FDIC SAL project area coordinator, August 10th, 1989, given this incredible - Fd 
s^ the FDIC makes an assertioh'diat theKbse Law'Firih did not maintain a close 
relationship with Madison Guaranty. Thafs incredulous in light of the fact that they had a 
monthly retainer with them for 15 months for several years earlier. I mean, how do you 
come to this conclusion? 

Now let me ask you one other thing. Is it true that no documents were reviewed as part of 
the FDICs internal review which was conducted Ity your law department? Is that true? 

MR. HOVE: Let me respond to your question in the order that you gave them. You first 
talked about Mr. Hubbell and his relationship with the suit — with the Frost accounting firm. 

SEN. D* AMATO: Have you seen this memo? 

MR. HOVE: I have not seen that memo. 

SEN. D' AMATO: Let's have staff give a copy of this memo to Mr. Hove, please. 

MR. HOVE: Let me respond to that 

SEN. D* AMATO: Would you like to look at that last paragraph and let me know whether or 
not your people, in conducting this review have seen this? It goes back to 1989. And the 
person wto sends it says it would be naive to think that Mr. Hubbell would not pass this 
information on to his family. 

MR. HOVE: But let me respond by spring that even if he had the issue between Mr. Ward, 
who is Mr. Hubbell's father-in-Uw, and the Madison Guaranty had been alreatty decided, 
and Mr. Ward had a judgment at that time against Madison. That case was on appeal, and 
therefore, any information that Mr. Hubbell could obtain, even if he would obtain it, and give 
it to his fother-in-lsw would not be admissible^ would not be in the appeal process, even if he 
had had the mftnnalion to give to him. 

SEN. lyAMATO: Mr. Hove, did you ask you, did read page six, die bottom of your report? 
Because we don't have much time. So Fm going to - it says, ”We find no evidence that the 
firm had a close relationship with the SAL.” Do you really believe that to be the case? Do 
you really believe that a monthly retainer that Hillary Rodham Clinton had did not establish a 
close relationship? Are you really suggesting that there was none? 

MR. HOVE: Her relationship - 
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SEN. D* AMATO: Is that credible in light of what you know? MR. HOVE: Her relationship 
with Madison was on an issue that was in a state agency and not with the federal 
government It was not with the FDIC. And our case was not against Madison. Our case 
was against the Frost Law Firm - or over the Frost accounting firm. 

In addition, we find no evidence that the firm had a close relationship with the SdkL, which 
might call into question its independence. I mean, are you serious? I mean, that is a 
conclusion that was made. Let me tell you, it was made by your legal department. 

Let* s go into something else. Appall bflist year's RTC Act, we have an inspector general 
that was created in the FDIC. Was the FDIC inspector general involved in this review? 

MR. FIECHTER: No, sir. The review was started at your request, if you recall. I had 
indicated to you in my confirmation hearing that we were undergoing a review by our legal 
division as to what was the policy, the conflict policy that may be in effect between the Rose 
law firm and the FDIC in the lawsuit that Rose was doing for Ae FDIC against the Frost 
accounting firm. SEN. D' AMATO: Let' me ask you this. Do you plan to ask the inspector 
general's office to analyze the procedures used by the FDIC legal staff in conducting this 
internal review and in essence to review this matter? 

MR. FIECHTER: I would do that if the committee requested dial SEN. D* AMATO: Well, Fm 
requesting it, and I would suggest that you didn't need - you wouldn't need die committee to 
ask you to do this. Fd suggest to you Aat it's your job to do it Fd suggest to you that when 
you have such obvious areas of conflict in this report, when you're saying that Aere was no 
close relationship, when you're suggesting that Webb HubbeU would not and was not in the ~ 
position to give any information to his father-in-law, that is incredulous. And if you don't 
have an inspector general looking to something like this, dien what do you have him for? 

And what do you have? You have staff people who are going to make — who make this kind 
of determination? . . . 

Now, I have to tell you you will be doing yourself and the FDIC, I think, a great, great 
damage if you just think that you're going to let it rest on this eight pages of sophomoric, 
legalistic mumble jumble that doesn't hold water. And Fve just look^ at this report Fve seen 
some occasion to see it in the newspaper. This is the first time Fve had an opportunity to 
review it personally this morning, and ifs shockingly inept. ^ 

Now, question. Do you intend, not by way of this committee instructing you, to put this 
matter, and dont yon think if s, appropriate that it be submitted to the inspector general? Yes 
or no? 

MR. FIEGHTER: Senator, we've been reviewing this to review our procedures, to review our 
procedures with conflicts, with conflicts not only with the Rose law firm but every law firm 
that we deal with. And our procedure is to deal not only with die actual conflicts but also to 
deal with the appearance of conflicts. And in this case had we done that, had we dealt with 
the appearance of conflicts, it is likely that the appearance would have been different - the 
conclusion mi^ have been different But Senator, this has been several years ago. At that 
time we bad maiqr cases coming in to us as a result of the savings and loan fdlures^ and the 
conflict, under the rules that we were dealing with at that dme^ did not present any conflict of 
interest from the Rose law firm suing the Frost accounting firm. 
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SEN. D* AMATO: It's wliat we*r® doing todiy. Todqf you'ra Biying diern may be a conflict 
btck then bec tu i e they didn't hive clear nilet q>dled out Todqf you're spying dieie may be a 
cooflictJhick theo because they didn't have clear rules spelled out Now let me tell you 
whethm it smells todqr - and it smelled then - 1 dont want to get into this legalese that 
maybe - 1 want to know if you're going to ask the inspector general to review this 
Hiaf s a question. 

MR. HOVE: I will do that'if cornim^ fequesm it 

SEN. D'AMATO: Well, Mr. Chairman, I would at this point in time move that we ask that 
this matter be reviewed by the inspector general. Now this is not going to interfere widi any 
fecM prosecution thafs taking place, but ifs a question of ascertaining whether or not we're 
getting the facts. Ifs a question of whether or not legal counsel has analyzed all the 
documents. I dont know read in one news account that says that no documents were 
received as part of the FDICTliflaiial feviewrT'doSt ISow^elher thafs true or no^ but 
diaf s certainly something I intend to pursue. 


SEN. RIEGU: Yeah, let me just respond to your question because the time is up and I want 
to stay within these time peri^ or well - we wonT be able to move any at all here in an 
efficient wqy. 

Let me take your request under review. Fm not sure but what a request from a sin^e senator 
may be sufficient to - in asking Ibr an inspector general review. I dont know without sort of 
looking at our past practices and precedents, but let us reseaiidi that question. 

SEN. D'AMATO: Let me thank you fbr the manner in which yoifve handled it, but I have to 
tell you something. Fm wondering why when 1 asked you a question, yes or no, would you 
undertake this - and Mr. Hbvq, before you answered, the fellow behind you with the glasses 
who has got a lot of hair I wish I had, you know, came up and told you what to siy . Now, 
can I ask what is your tide and w^t is your responsibility? 

MR. : Ibe acting general counsid 

SEN. lyAMATO: Younra the acting general oounssL Well, you know, sir, whether or not 

you're going to ask, it seems to me for this to be reviewed is a mattm if yon see that the 

propriety of this report; the integrity, the conectaem of it can be stibstwtiateA And it would 
seem to me thm yoif d want to do that 

MR. HOVE; Wan, let- 

SEN. D'AMATO: It would seem to me that without counsel coming to you and saying 
whether - you know, you can wriggle out by saying that the committee has to ask. And I 
appreciate the chairman's response I reaUy do. 

But I just want to make that observation, Mr. Hove. I And your reeponse totalty 
unacceptable. 
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MR. HOVE: Mr. Cluunnan? 

SEN. RIBGLE: Well let - I want to move ahead to Senator Kerry, who is next, and if you 
want to nuke a response, certainly - 

MR. HOVE: Yes, I would like to, and first of all, all the documents, everything that we have 
discovered is available to the speci al co unsel, and we' will make that available to the special 
counsel. I will commit to you tfSIllSalllisk' the inspector general to undertake an 
investigation. 

SEN. D'A^TO: Thank you. Thank you very much. And I think you have done the 
administration a service, yourself, the FDIC, and I applaud you for foat Thank you, Mr. 
Quirman. 

SEN. RIECH£: Senator KOiy? 

SEN. KERRY: Mr. Hove, you were originally appointed to your position by President Bush, 
weren't you? 

MR. : Thafs correct 

SEN. KERRY: So you're a holdover from the Bush administration then. There's no special 
affiliation you have with President Clinton, is that corr^ MR. : Hiafs correct 

SEN. KERRY: I think it's a fair issue alwi^s as to what the level of review is; as to any 
institution, if it takes place. And Pve certainly shared a public expression of concern about 
what the inspector generals have done or not done. But I would like to see, if itfs going to be 
done, as to Madison, I really want to see it done as to Columbia and as to some of the 
others. I just think we ought to cover the board here. 

Secondly, I want to point out the distinction here which we keep missing. And one of my 
colleagues earlier said if this were President Reagan who did this and it was Silverado and so 
forth, we'd be screaming. Those were sitting presidents who made sitting decisions regarding 
a policy at that moment in time that cost the taxpayers a lot of money. Tliere is no sitting 
presidential decision here, there is no issue of presidential policy here. Hiere is no issue of 
taxpiyert bemg cost money by an action taken by the president of the United States at this 
time, liiia happened in 1982 and 1986, before they became president Now, an individual 
died and thera^s an investigation into the death of foat individual and what may or nuy not 
happened is a fair question with respect to the death. And that's being investigated by the 
first special prosecutor of an opposing party that I can think of in my public memory in 
public office that's been appointed. That is the clear distinction here. And it is a very real 
distinction. No taxpayer money, no public issue of policy, no decision of a sitting president 
of the United States with respect to ^at this committee has oversight on and is here for 
today. 


The question is legitimate: what took place, were there relationships previously - these are 
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impoctMt at to all thaaa banks. And it is fbir for Ilia facial pfosaemor to pcocaad on that, 

Md it is tvan moro important dial this committaa guarantaa down tha road that wa invastis^ 
avarythint. Ftai not sitting hara saying somathing mqr not hava taken placa. In point of fact, 
tharo nuy bo soma indication that soma folks oiitsida of tha Whita Housa m^ hava soma 
quasdons to answar. But thara is no avidanca whatsoavar with raspa^ to policy or taxpayer 
money or any dadsioo made by tha president of tha United States that warrants this kind of 
inquiry. ' ’ . 

Now, let me ask you, if I miqf, Mr. Altman, and Mr. Sacrataiy, perhaps you can share with * 
me, because one of our concerns is not just Madison but a whole lot of other institutions. I 
think 42 percent of tha total losses fall in Texas alone. And there's a serious question about 
profession liability with respect to those institutions. Fd like to know, to dat^ what is tha 
total amount of money raoovmd to date fiom directors or ofRcars of ttoe institutioiis 
nationally? 


MR. ALTMAN(?): $640 mUlion, senator. 

SEN. KERRY. Six hundred and for^ milUon? 

MR. ALTMAN(?): From institutions - fiom institutiops. 

SEN. KERRY: And thafs recovered through liability cases. MR. ALTMAN(?): Tliosa are 
criminally related recoveries, . ! 

SEN. KERRY: What about Is there ariy at this point? MR. ALTMAN(?): In addition to * 
that figure I gave you, about $745 million fiom civil-related recoveries. 


SEN. KERRY: So we have .in fhet recovered to date a billion three, is that correct? Ifs not 
insignificant 

Can you break down where, t^at has taken place? Ifs my understanding 42 percent of the 
total cost of bailout was Texas. Is there a c o rresponding recovery rata or any land of rate 
you could give us as to where the moat money came fiom? 

MR. ALTMAN(7): I doni have inibrmation with me^ senator, on state-by-stala breakouts, and 
Idon'tfawwwhadMr- 

SEN. KERRY: Would it be possible just to get that at some point in time? MR. ALIMAN: 
Well be happy to do our best to do so. 

SEN. KERRY: I think it would be good to haive a sense of that Ifs ary undarstanding that 
you were going to take a look at this question of sort of why the recovery rata may or may 
not have been low. Have you been able to draw any ooriciusi o ns as to that? I mean, one of 
the things I heard is that a lot of the a ttorne ys who cante on believing that they were going to 
be able to engage in recovery grew so fiusirated at not baing able to do so in tha earhr years 
that thqy left. I doni know if thafs legitimate or if you've (bund other leasons; but c^d you 
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shira with the committee what, if anything, you may have discovered with respect to the 
recoveiy process? 

MR. ALTMAN: AsT said in my opening comments, the entire PLS area has been a troubled 
one, and there have been complaints from both ends of the spectrum about overzealousness 
and about inadequate pursuit And we've had as GAO in its report noted a high degree of 
turnover and difficulty retaining — recruiting and retaining experienced attorneys because of 
the temporary nature of the'RTCTAftcr all, here we are with less than two years to go. 

SEN. KERRY: Currently thafs true. What about in eighty - what about in the early stage - 
late - late '80s? 

MR. ALTMAN: Well, of course, the RTC has alwi^s been intended to be a temporary 
agency, and Fd just refer you to the GAO report wMch concluded that that was a particular 
problem. And as Fve menfidhed, we've nTade~i~senM of efforts to strengthen that, the most 
important of which is to hire a very good and very strong general counsel. 

When we inherited responsibility for the RTC, despite its being such a large institution -r as I 
said, larger than almost any private financial institution in the country - it didn't have a 
full-time general counsel. And thafs a very important step we took. We've also got more 
PLS attomeysL on board today than ever before in the history of the organization. So we're 
making every effort to try to fulfill all the responsibilities we have in this area. I dont think 
there's any wi^ to know, senator — or if there is, I don't know - whedier - or what 
percentage of recoveries that have been made compared to the potential diat an ideal effort, a 
perfect effort would have obtained. I dont - 1 dont know the answer to that 

•: 

SEN. KERRY: Oki^. My time is up. Thank you very much, Mr. Chairman. 

SEN. RIEGLE: Thank you much. Senator Kerry. 

Senator Bond is next 

SEN. CHRISTOPHER S. BOND (R-MO): Thank you very much, Mr. Chairman. Mr. Altman, 
are there special measures taken when in the resolution of a failed thrift you find it to be 
affiliated with a hi^ profile individual? Someone in government, for exunpla? 

MR. ALTMAN: The procedures, Senator, which the RTC fbUows are intended to be identical 
in each caci^ and they certainly have been identical in the case di s c u ssed this morning. 

1 • • . . 

SEN. BOND: After you discovered that the president of the United States^s name might be 
mentioned in a criminal referral being made by your agency, did you take any steps to ensure 
that documents created in the case were protected and preserved? 

MR. ALTMAN: When the possibility of a criminal referral was brought to me^ I took one 
step, and that was to instruct all the relevant RTC personnel to handle say judgments about 
criminal referral in the same exact fashion that they would be handled in any other PLS 
matter, no deviation whatsoever. As far as documents are concerned, the same thing. 
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SEN. BOND: You lastniclod them to handle the documents in the same wiy? MR. 
ALTMAN: IWroorrect 

SEN. BOND: Were there any instructions received hy you or to. your knowledge, anyone in 
your agancy ftom the Departeent of Justice, the White House or special counsel with respect 
to the retention of documents? _ . 

MR. ALTMAN: To the best of my knowledge, and I believe 1 know this, there were no 
requests or conversations with the White House whatsoever on that WiA regard to Justice 
and the special counsel. Fm advised there have been conversations, the essence of which is 
that each parly reminding the other not to take steps or release information which could 
jeopardize either party's investigatioit 

SEN. BOND: Given the facSTiet’oul m nty* opemhg staiMsSl. we are concerned about 
whether all the documents are there, can you assure the committee that no one has issued any 
instructions to you or your agency to retrieve^ relocate, destroy or tamper with any documents 
dealing with Madison, its affiliated enterprises, directon^ owners or business partners? 

MR. ALTMAN: I have no knowledge whatsoever of aity such effort SEN. BOND: Has 
anyone in your agency, specifically the Department of Records Management, indicated to you 
there are any missing documents? Or has aitybody discovered any files missing or 
unaccounted for? 

MR. ALTMAN: No. 

SEN. BOND: You are absolutely sure that — 

MR ALTMAN: No. your question was: Has anybody indicated to me. SEN BOND: All 
right 

MR ALTMAN: The answer is no. 

SEN. BOND: Would you inquire of your records managsment agsnqr whether they have 
either. A, been given instructioos Sbout the handling of documents ftom somebody outside or 
if they 1^ finmd any evidence of .missing documents or find that there sre documents 
apparently missing? If you would inquire of diet and advise us if you do find that there is 
su^ infbrmatkm? 

SEN. RIECRB: I think the stenographer should note diet he's nodding in the affirmative. 

MR HOVE: Yes. 

SEN. BOND: Finally, will the RTC release copies of the initial September 1992 refbrral to 
the Department of Justice and copies of the second referral on October *937 

. I 
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MR. HOVE: Senator, we're not in a position to release any documents that could have a 
negative impact on the investigation. I don't think you would want us to do that And 
document of dun type that you're talking about fall into that category. 

SEN. BOND: Allegations were made by Susan McDougal that many of the Whitewater files 
were actually delivered to Mrs. Clinton in 1987. What steps have been taken by your agency 
to recover those files or to ascertain where those files mi^t exist? 

MR. HOVE: I have no knowledge of that matter. 

SEN. BOND: Have you heard of the allegation? 

MR. HOVE: Actually, no. 

SEN. BOND: Mr. Altman.'ll^w there's man^ sheets l^ii~~l was just reading one of the 
stories appearing in Commentary which referr^ to those allegadoni We don't know if they 
are true or not, but I would suggest that someone should make inquiry to ascertain whether 
there is any truth to the allegations and if so, to take appropriate steps to recover such 
documents. Finally, where are the documents being kept, and have they been thoroughly 
catalogued? 

MR. ALTMAN (?): Well, I can assure you that all proper procedures relative to safeguarding 
of documents are being followed. We also have a responsibility in regard to any case to 
obtain all the necessary materials for purposes of making a litigation decisioiL 
So any documents that the legal staff at the RTC believes would pertain — would help it 
reach a conclusion on a litigation decision, in this or any other matter, it makes a maximum 
effort to obtain. 

SEN. BOND: But that — you have no knowledge of the specific question I asked about the 
records potentially in the possession of Mrs. Clinton? MR. HOVE (?): None whatsoever. 

SEN. BOND: Thank you, Mr. Chairman. 

SEN. RIEGLE: Senator Boxer? 

SEN. BARBARA BOXER (D-CA): Thank you, Mr. Chairman. I want to pick up on where 
Senator D^Amalo left off with Mr. Howei 

Mr. Howe^ as a Bush appointee, you were familiar, obviously, with the laws in those days 
regarding conflicts of interest, and you said that at that time diere had to be a direct conflict 
of interest And the appearance of a conflict of interest now is considered important, but at 
that time, that's not the way things were done. Is that correct? 

MR HOWE: That is ooirect. Senator. 

SEN. BOXER* So the law was strengthened, and now you have to look at the appearance of a 
conflict of interest 
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MR. HOWE: It’s not t Itw. it*t • pfocodufo tfwl wo liivo at the FDIC. SEN. BOXER: All 
ri|^ 


MR. HOWE: And at that tima^ wo weio lookinf on^ al tho conflict of interest Now we look 
not only at the conflict but also at the appearance of Mqr conflict SEN. BOXER: Right 
' Well. Mr. Chairman, I think this is a very important point And what I would like to suggoat 
is this; my colleague. Senator D*Amato, is ve ry inlareaied in this one particular SStL, which 
as I understand it on the list ot failures mie 194th larghw in the country. Vm also interested 
in seeing if there were conflicts when lawyers were hired in some of the bigger closures. For 
example, there were, as I understand it 14 SAL fSulures that cost the taxp^ers more than one 
billion [dollars] each. Of these mega failures^ six ware located in Texas* two in Califemii^ 
two in Arisma, one in New Jersqr, one New York, one Florida and one Penniylvania. And I 
would like to a^ you - and since I think the chairman said a senator can make a requ^ - 
that in these mega failures, these six, I would like you to go back and take a look at the law 
Arms that we used at that timer to see if there fflaeBSnflicIi df interest and have a — and at 
the same time that you issue this to Senator ITAmalo^ I would very much appreciate knowing 
that because I do have a big concern about the scams that were going on at that time. 

MR. HOWE: Senator, mai^ of these cases probably were the RTC cases and not the FDIC. 
Hie reason that we had this case was that we inherited the FSUC cases in late 1988 or ear|y 
1989. This one came to us at a window of time prior to RTCs beiog created. So I think that 
your request mi^t better be directed toward the RTC. 

SEN. BOXER: Well then I will make that.request to the RTC and ask that we have that 
report Would I make dM to Mr. Altman or Secretary Benlaen? Mir. Chairman, who do you 
think would be the appropriate party? 

SEN. IUECH£: Well, they both are hearing it; SO ~ 

SEN. BOXER: AU right Well, I wifl assunm that wffl be doim because; as I say, what I find 
most incredible is that there's this outrage duected at one particular situation, and if s so 
obvious why. You know, hfr. Chairman, I just want to say thia; if I ntight - Fit get back. I 
just have to say this, if I might We all bring our experiences to the table; to our committeea, 
to our work. And m I sat through thia, 1 had the sanm that this reminded me of something, 
the dynamics hare; and it comes back to my being a motimr and my experience in raising two 
kids, and when tb^ wanted aomatiiing, tiwy made a prei|y strong caasL 

Andiftiwy really wanted sonmtiiing; they stainped their Ibet And if I gave them what thqy 
wantedL I expected them to be happy because I acceded to their reqqeat And if they kept on 
stamping their feet, Fd tell them, "You're unreasonable.* And if th^ kept it up, Fd take 
ftirther action. But 1 think what I see going on here is that there was a demand for the best 
and most impartial person to look at a situation that obviously had a lot of political overtones; 
and in an atrempt to handle it finily, that requaet was grantad, and we donH know the end 
result 


But what I see happening here; Mir. Chairman, is that people are still stamping their fbet as if 
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nothing's been done. Something very importint has been done. A lease has been taken on 
offices for something like four years. Eight attorneys are looking at this whole situation. 
Every question that's been asked by my colleagues is being looked at, not by a Democratic 
prosecutor, as Senator Kerry has pointed out, but by a Republican prosecutor, and someone 
who 1 believe has the faith of the American people, if not some of the senators here tod^, 
who seem to want to interfere in that investigation. 

SEN. RIEGLE: Senator Boxer, I niight jiist say, you may or may not have seen this in this 
morning's Washington Post, but there have been 25 FBI agents assigned to work with die 
special counsel, in addition to that legal staff that you cite. 

SEN. BOXER: Yes. And, Mr. Chairman, I have to say that gives me great comfort As much 
as I respect my colleagues' skill at questioning and badgering, Fd rather have this matter 
handled by someone who is so well-respected, cannot be accused of partisanship, as my 
colleagues on the Republican side here could b^r i could be^or Senator Kerry could be. 

So lefs stop stamping our feet, and let's say this is good, that this investigation is going 
forward. And I really do have faith that we will find out what the problems were. And we 
don't know where it all will lead, but I don't think that turning this hearing into a browbeating 
of witnesses here does any good here at all. 

I have some written questions I would like to submit, but I would have to say overall I am' 
pleased with the report that we're getting. It seems to me we're moving along, perhaps, 
hopefully, under budget, moving forward with women and minorities and the things that many 
of us care about, and going after these crooks. Thank you. 

SEN. RIEGLE: Do you want to say something? Otherwise Fm going here. MR. ALTMAN 
(?): No, no. I just wanted to note to Senator Boxer that we would respond to that question 
diat you earlier asked. 

SEN. BOXER: Thank you. I really look forward to seeing that for those six institutions. 
Thank you. 

SEN. RIECEB: Thank you. 

Senator Bennett 

SEC. BENTSEN: Mt, Ghairman, if I might - 
SEN. RIE<H£: Uh, excuse me. < i . • . i 

SEC. BENTSEN: (Off mike) - my responsibilities as secretary of the treasury to deal in 
oversight, and Fm specifically precluded from intervening in individual cases. Thaf s the 
responsibility of the RTC. 

. ! 

SEN. BOXER: But the RTC will do that Thank you. 

SEN. RIEGLE: Senator Bennett 
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SEN. ROBERT F. BENNETT (R-UT): Hunk you, Mr. Chairman. I agraa with Sanalor 
BoKcr wa all bring our personal experiences to this. I will try to stop Temping 
(LauglilirTI AinE thafs an appropriate reqxMS^ but - 

.SEN. BOXER: YouVi just bean tapping your tot. (Laughter.) 

SEN. BENNETT:*rve just bean tapping my toe. I must, however, out of my own experience 
share with you the number of omis that! as a* loyal Republican went to the White House in 
the Nixon administration and kept sqring "You have got to get this out You have got to find 
out who is behind this and tell the truth.” And I kept getting told This is a third-rate burglary 
that nobody caree about* Fm sure on a list of breaking and entering - (laughs) - this would 
have - the Watergate breaking and entering would have been considered very, very minor. 
And people kept sqring to me. ”N6. no, ifll all blow over.” Well, it was members of your 
party. Senator Boxer, who kept stamping their feet and kep^the thing up. A special 
prosecutor was appointed wh6*ih Hty fMdllb6lieil WU A DSmOm. 1 think Mr. Cox did not 
have very good Republican credentials when he was appointed to that circumstance. 

SEN. KERRY: He was a Republican. One of the good ones firom Massachusetts, but he was 
a Republican. (Laughter.) 

SEN. BENNETT: He was a Republiean? WeU, I knew his law partner. He was a Democr^ 
We need not beat this ftirther, but I do hope everybody understands that when there is an 
allegation of wrohgHloing the smartest thing any politician can do is get all the fiwts out on ' 

. the table. Fve tried to do that When Fve been accused of making mistakes, Tve discovered 
that the very best thing you can do polidcalty is not try to cover it up^ and tWs the only 
advice I give my firiends in this drcumstance, having lived through the Watergate thing on the 
other side of it 

SEN. KERRY (?): Can I just trice 30 seconds to say to my colleague thaft exactly what we 
did. Senator Mttynihan, natiooal talevisioo. Senator Bradley, Senator Bob Kerrey, myself and 
others said appoint a special pro sec u tor, and indeed, the White House turned around and did it 
while the president was in Europe. 

. .* 

SEN. BENNETT: 1 undarstand aO that; but I also understaiadUhal the stamping of the feet that 
went on prior to that pwbabty had s o m et hin g to do wHIi that decision. 1 don't think it wm 
entirely sound piririie poiiqr on the minds of the people on the other sidsL 

Lett gat back to |he RTC if I can. I do want you to reftr carefiilly to the article that I put in 
my opening statement YouVe talked a great deal about minorities and women, and I yield to 
no one in my desire to see to it that there is fairness done. 

The allegations that were made by the gentleman fiom Denver, however, is that there is 
serious leveise discriiniiiation going on in the RTC, and that anyone who does not fUl In that 
categoiy cannot get a job and cannol get a promotion. And if that is trua^ that is som e thi n g I 
think you should pay attention to. So 1 would ask you to review that 
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Now, make reference to continuing sales, and again, this is a personal circumstance. Fve had 
a numbw of people come to me in Utah and say here is a marvelous investment opportunity 
to pick up at fire'sale prices properties that can be enormously valuable. I have decided 
finally to divorce mysdf from having to make any investment decisions, and I put all of my 
assets in a managed trust and trust the trustees of diat trust to make those kinds of decisions. 
But I said to them I cannot personally invest in diis because I sit on the Banking Conunittee 
and it*s involved in oversight of the R TC an d these are RTC properties. 

But I did, prior to creating the managed trust for my assets, go through the process of looking 
at them, and as a businessman, I can si^ you really are moving them very rapidly because it 
struck me that some of the prices were indeed unduly low and that the RTC could in fact 
have gotten a better price almost as quickly if not just as quickly as they were getting for 
some of these properties. Do you have a sense on that issue? Fm not accusing you of 
anything, I simply want you to talk about it 

MR. ALTMAN: Weil, first of all. Senator, we have a statutory responsibility to 
recovery for the taxpayer, so we must pursue sale techniques which respond to that goal. 
Second, all RTC assets, for practical purposes, are sold at auction, auction of one kind or 
another. So rather by definition, die market - the price which die market establishes on that 
day is the price. Ifs aiwi^s possible to look back on any transaction and si^ you should have 
done it later or you should have done it earlier, but fundameritally all of our sales are on an 
auction-style basis. I think the only other point I would make is that we're now in — we now 
- our inventory today is of the harder-to-sell variety as we're getting down toward the end. ' 
So our recover rates, as I mentioned in my statement, are lower. I think last year we 
recovered at a rate of 76 percent of book value, and this year ifll be in the mid sixties. The 
character - 

SEN. BENNETT: Let me just go back to your earlier statement I understand what you're 
saying here, and I dont want to be argumentative about it One instance, we were told - or I 
was told that while it wu technically an auction, the RTC had determined the price and that, 
if I would simply submit a bid for this price, I would be guaranteed to get it, diat the RTC 
would not entertain any other request. And I turned it down, as I say, for the reasons Fve 
described, although FU say to my colleagues, the ethics committee told me 1 need not have 
done that I could have made the investment I decided to avoid the stamping of feet later on 
in some future campaign in Utah. I would not run the risk. But it was niy understanding that 
the people who did ultimately pick up the property did it for the price that we were told was 
the price. And we were told. Tea, ^s is teclmically an auction; there will be a sealed bid, 
but this is the sealed bid we want and if you submit it at that price we can guarantee diat you 
will get it* 

MR. ALTMAN: Fd like to make points. The first is - thafs not how ifs siqiposed to work, 
and if it worked that w^ - just taking your comments in their entirety m it ^uld not have. 
Second, the RTC does reserve the right to reject bids and to establi^ in effect reserve prices 
or floors. So. it isnt the case — it isn't always die case that whatever the high bid is ifs 
accep t ed. But, there should never be an auction where any such indication, any such 
kno^edge is provided beforehand; if it was, it was a mistake and shouldn't have happened. 
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SEN. BENNETT: ril juit astuiiM that it wag a miataka ia a paiticular ctianutanea, «d Fm 
gnlaEil to you for your rasponaa. 

SEN. KI EOLE : Wall, and pariiapa a look oould ba takao at wbat may hav« baan foing on 
than, bacanaa diaTa not - you know, lafa not hava it happen again. Sanaa^r Sarbanaa waa not 
* givan a chanea* waa not hara in Iha saquanca to giva an opening statamaoi and haa askad to 
do ao and Fm going to acknowla^ th ataald o with avaiyona. And than aftar ha*a dona 
that, wall start his tima clock on quaahoni." senator Saibi^as.' 

SEN. PAUL SARBANES (D-MD): Mr. Chairman, FU ba brief. I don't want to im poia on my 
oollaaguas, but I cant forego tha opportunity with Chairman Greenspan here before us not to 
talk about interest rates just briefly, since I think they're ao assentiaily involved with where 
the economy may be going. And I just want to - 1 want to make a statement about that 
Fve met with the chairma n from time to dmei, b^ of course in public sessions, 

and Fve raised with him the con^ that a hike mlfiort-term rates would raise long-term 
rates. Hie chairman's position has been, as I understand it, that when short-term rates go up 
long-term rates would initially rise but that within a few weeks or so thqy would setde back 
down to a level near where they had been vJhen short-term rates were raised. We then 
contacted the Fed for the analysis that in effect was the underpinning fbr this statement 
We've had difficulty getting that analysis, but it's finally been forthcoming. And as the Fed 
says, and I quote, the Fed staff, "As you have noted, short- and long-term rates do tend to * 
move together.* They then go on to make a rather subtle argument that to the extent that the 
Fed is ahead of the curve the response of long-term rates is less than when the Fed is moving 
too little too late, in responding to a build-up of inflationaiy pres8ure. So in a senses they're 
shifting, as I understand it, the position that was asserted to me by the chairman. 

On the morning of February 4th when the Federal Open Market Committee raised the Fed 
ftmd rates from 3 to 3-1/4 percent, the 30- year bond rate stood at 6.30 percent - 6.30. Since 
that tim^ long- term rates have risen steadily. As of the dose of business yesterday, the 
30-year bond rale was 6.6S percent Hius, since Fed Amds were raised, long-term rates have 
risen by 35 basis points; in other words, more dian the 25-basis-point increase in short-term 
rates. Now last summer at a hearing with Henry Kauffman (sp) and Paul Samuelaon (spX 
copies of which tastimoay were sent to the Fed and with a request that it be distributed to 
members of the Open Market Committee - Henry Kauffinan (ap) argued that raising 
short-term rates could lead to higher long-term rates; in other words, the contraiy of this 
position that was assarted that if you take up short-term rates, you can bring down long-term 
rales. And I qyola K au fftn a n (sp). ”I alao take issue with the ass e rtion that a small increase 
in the Fed ftmd rate this summer would be welcome by the finandal markets and would 
accordingty lead to a decline in bond yidds. Perhaps. But equally likely is diet the bond 
market would interpret such a rise in the federal Amds rate a the first of a number of future 
increases, ^ market partidpants might easily react by pushing bond yidds higher. Under 
that scenario, the rise in the federal Amds rate could magnify inflationaiy *T^flt****t. 
predpitating a sell-off of bonds.* 

Now just todqr, Hobart Rowan, one of our nadon's most paroepdve econemic conunentators, 
has an artide in the Washington Post headed, *T1ie Fed Meddtoi^* and I Just wnt to quote 
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ftom it briefly. "As it has many times in the past, the Federal Reserve Board is taking the 
country down the wrong road raising interest rates. It has violated the dictum. If it ain't 
broke, dooH fix iC and as a consequence, the smooth recovery from recession that has cheered 
business and consumers over the past year is being threatened "Fed Chairman Alan * 

Greenspan told the Joint Economic Committee in widely analyzed testimony January 31 that 
the central bank, which had allowed interest rates to fall to record lows, would not change 
policy to slow economic growth. But four days later, on February 4th, Ae Fed raised 
short-term interest rates by one^'uaher of a '^int in a,‘quot^ 'preemptive strike,* unquote, 
against future inflation. To make sure there was no doubt in the markets that the Fed had 
decided to interrupt the easy money pattern, Greenspan publicly announced the move. 

"In new testimony this week, Greenspan failed to justify the Fed's action. He admitted that 
there was no discernible inflation, that wages are not moving up, that there is virtually no fear 
the economy is growing fast enough to make overheating a danger." 

Now, the whole problem here and I ~ this is to close this ^tement, and then I have just a 
couple of questions to put to Mr. Altman. I wont take anywhere near my question 
beciuise I - is all — it*s all encapsulated in this - in this cartoon, which shows this truck 
moving down the road. It says "Economy". And the economy has been moving down the 
road, and we all want to see that The driver here has got his hands up to his head in horror. 
He's slamming on the brakes. As you can see, "Brake. Screech," bringing this truck labeled 
"The Economy" to a halt And the reason he's doing it is because out here in the middle of 
the street is a man labelled "Greenspan". (Laughter.) And he's bending over here. He's out in 
the middle of the road out in front of the truck, obviously forcing it to come to t screeching ' 
halt He's bending over to pick up diese papers here that say "Interest Rales.* And he's 
saying, "Let's see, well jvst pick tfiese iq>." 

Now - 

MR. GREENSPAN: You know, senator.^ pulled a muscle in my back and I now just realize 
how I did it (Laughter.) 

SEN. SARBANES: Well, Fm glad we found the explanatioo for it, Mr. Chairman. SEN. 

KERRY: You know, Mr. Chairman, if you siy something really interesting now about interest 
rates you could ftmcdonally terminate this hearing and relieve us all. (Laughter.) 

SEN. SARBANES: Mr. Chairman, I know thaf s not the fbcos of today's hearings, but I think 
this matter is of such importance. The Fed, of course, is urging the Congress to stey the 
course on fiscal policy. I happen to agree with that I think we ought to stey within the 
constraints of the agreement t^ was reached last year, and I expect that we will But by the 
same token, ifs my own view that the Fed should have stayed the course on monetary policy, 
certainly until we had greater assurances that real growth was taking place in some lasting 
and permanent vny and some evidence that one can look to that indicates that we're 
beginning to get some kind of inflationaiy problem. Now, Mr. Altman, I just want to put a 
couple of questions to you. Earlier you were questioned by one of my oolleaguee on the other 
side who went through a list of - (laughs) - sort of "Have you stopped beating your wife* 
type questions, I thought And so let me try to turn it around and got — I want to be sure. 
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Do I UBdinliii4 tfiat tho ciMt to wUch Ihqr'fo raaking such raferMco wm handled in di# 
same way that all other cases were handled - in other words, according to regular 
pfocedufii? 

MR, ALTMAN: Senator, the instnictions that I gave wore that all procedures, normal 
procedures should be followed in this matter without any deviaiioo. SEN. SARBANES: And 
to your knowledge, thafs - I m ean^ to the best of your knowl<M|ge thafs the case. U thm 
correct? 

MR. ALTMAN: Yes. 


SEN. SARBANES: Mr. - 


MR. ALTMAN: Of course, Fm commenting u to the handling of the case under my 
responsibility. Tm not inakingli cbnunent about matters that Thave no knowledge of of three 
or four years ago. 

SEN. SARBANES: Oh, I understand that, but as I understood the questions that were put to 
you, it was with respect to your own responsibilities. I donT how you could be expected to 
assume die res|xmsibilities of others, so to speak. Mr. Chairman, I just have one comment 
about the constant reference here to Madison and Whitewater and so forth. And that is dial; 
you know, an independent counsel has now been selected. I read the transcript of his press 
conference with the Attorney General when it was announced. Actually, as I understand it; df 
as he said, he defined the scope of the investigation. In ftct, he si^s, ”lte totilly satisfied 
that I will have the independence and complete authority to do this right” 

And then the resolution by which hie jurisdiction is defined, this is Robert Fiske now Fm 
talking about; "This resolution has been deliberately drafted broadly. It was drafted by me to 
give me the total authority to look into all appropriate matters relating to the events that bring 
us ail here today.” And he then goes on to specify that 

Now, of course, I think Fiske is regarded highly. In ftKl; Senator IFAmalo called him ”a man 
of unflinching and uncompromising integrity. He'S the kind of person who will bring out the 
truth for the American people so there will be no question as to the thoroughness and 
objectivity of this invesligalion.” I don't diflbr with that evaluation, I sqr to nqr distinguisiied 
colleague ftom New York, ftom what I know about Mr. Fiske and whafS been told to me 
about him. Sol think an aocuram evaluation of him. Now, the other point I want to 
address is; ho was asked in that conference; ”Do you think that a congreasional hearing of any 
kind at this point might hamper your investigation?” This was a question put to Fiske by a ~ 
at that press conference when he assumed his responsibilities. And diis was his response, and 
I quote him — this is now Robert Fiske Fm quoting, the independent counsel: *I think the 
history of these situations is that it is difficult to conduct this kind of investigation at die 
same time e congressional investigation is going on. The decision whedier to have such an 
investigation obviously is not mine, but I think just looking back at the past; ws can all see 
that that is not an easy reladonship.” End of quota. 


And I just wanted to put that on the record, because I think ids very important to understand 
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dnt. you know, m independent counsel now has been selected. The independent counsel has 
been given a grant of authority - actually, according to his own testimony, he defined, in 
effect, thtrgrant of authority. I haven't quoted it, but the attorney general is very clear here in 
her statements that he has a full scope to proceed as he deems necessary and to call upon any 
resources that be thinks are advisable. And it seems to me that, you know, weVe put the 
matter where it ought to be put 

Now, there was some delay in getting to'diat point I understand that. But that's the point we 
are at now, and it seems to me that that is - ought to be reassuring to the American people 
that this matter will be looked into thoroughly and comprehensively and that Mr. Fiske and 
his associates - and he's now in the process of putting together. I understand, a rather large 
and first-rate staff - will get to the bottom of tUs matter. And I think ifs very important that 
that be put on the record. 

I thank the chairman. 

SEN. RIECRE: Thank you. Senator Sarbanes. 

I made reference earlier - Fd just take one moment before calling on Senator Faircloth. I 
made reference earlier to the actual legal charter of independent Special Counsel Fiske which 
is published in the Federal Register on Friday, February 4th, and Fve read it And ifs really 
quite a — I just bold it up here, and well put it in the record so that it's there in the context of 
this discussion. But this is about as broad and as firm a legal mandate as anyone could have. 
And I notice here that under the Department of Justice the action to accord him that kind of 
operating latitude was in the. form of a final rule. So this locks<it in. I mean, this independent 
counsel, I diink highly regarded across this board - from Senator D^Amalo's comments to 
others that have been made by other people who know him well - has the authority to go 
anywhere he thinks it necessary to go. And I again make reference to that article today in 
The Washington Post, because he's obviously setting up subsidiary investigative efforts, where 
he's putting together teams to go down each and every issue so that there are no questions left 
at the end of his work. In any event, I urge my colleagues to take a look at this, because I 
think it is instructive. Senator Faircloth. 

SEN. LAUCH FAIRCLOTH (R-NC): Thank you, Mr. Chairman. And I want to thank you 
for the manner in which you've conducted the hearing. It hasn't been eaqr. I had one or two 
quick one-liners, and then I had some questions. (Laughter.) One of them is in aympalhy with 
1^. Altman. I bought and sold many a piece of land in my lifSs. I never bought one that 
somebody didn't tell me I paid way too much for it, and Fve never sold one that somebody 
didn't coma immediately and tell me I should have gotten a lot more. But I survived. MR. 

ALTMAN: You probably did very well. 

SEN. FAIRCLOTH: Chairman Greenspan, I think - two things. If we get nothing else out of 
all of this conversation, I believe it will demonstrate to the American people, and maybe to 
the Congress as a whole, that we need to keep the Federal Reserve, the Comptroller of the 
Currency, the Office of Thrift Supervision and the FDIC as separate eotitiee, nd if s well 
spent money to have them separate by the taxpayers' money keep it as it is and not be 
consolidating it into a political position. I hope thaf s it As Senator Sarbanes mentioned on 
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your ineroMO in intor«ft rates and inflatioa, I htve observed over the yesrs that inflation is 
aomewhal like Ahheimer*s disease; youVe had it three or four yean before you find out you 
raallyhnviait And inflation moves before we - it goes underground a long tinra. So I think 
you're absolutely right in increasing rates in anticipation of what might happen. I have found 
that inflatioa - a recession will scare you - in business, a recession will scare you to death, 
but inflation will kill you. And I have a question for Mr. Hove. 

Mr. Hove, it*s my understanding %in'’WeGiiiFHubbeir, in his current position as associate 
attorney general, and in his words, "chief operating officer” at the Justice Department, has 
formally recused himself from matters regarding Madison Guaranty. Would you agree with 
me that it would be improper for Mr. Hubbell to seek to involve himself in the FDIC 
investigation bqyond he was asked by the Legal Division? 

And if you will - since that light is looking at me - Fd like yes or no answers, if you would. 

MR. HOVE: 1 think the issue of Mr.Tfiibbeirrecunh humelf is an issue that Mr. Hubbell 
has to deal with. 

e 

SEN. FAIRCLOTH: Fine. Have you had any communication with Webster Hubbell 
concerning the Lqgal Division's report? 

MR. HOVE: I have not 

SEN. FAIRCLOTH: Are you aware of any communication between Webster Hubbell and an • 
FDIC official in the general counseTs office regarding Mr. Hubhetfo the Legal 
Division's then-pending investigation and report? MR. HOVE: Ves, sir. Legal Division has 
had conversations with Mr. Hubbell. SEN. FAIRCLOTH: Are you aware of any 
communication between an official in the general counsel's office in Washington and the 
FDIC official in the Kansas City, Missouri field office regarding Webster Hubbetl's role in the 
then-pending investigation and report? 

MR. HOVE: No, rm not aware of that 

SEN. FAIRCLOTH: Would you be willing to let the general counsel's office release their 
telephooe records for the week of January the 24th through January the 31st? 

MR. HOVE: Senator, wdVe willing to release any non-confidsntial information that would be 
generally avafldble to the public. As you might know, marty of these things would be privacy 
concerns and wo would be conceri^ about releasing those without redacting some. 

SEN. FAIRCLOTH: So you would not release them? 

MR. HOVE: No, sir, we will release them, we will release arty non-confidsntial - 
SEN. FAIRCLOTH: AU right, thafo - who decides whether if t confidential or not? 

MR. HOVE: Well, does it include - does it deal with privacy of the indhddmd. SEN. 
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FAIRCLOTH: Well yee it does, but we need - yeah, sure it does. Hurtfs what we want them 
for. (Laughter.) Will you? 

MR. HOVE: Well release anything that is publicly available, yes, sir. SEN. FAIRCLOTH: 

. .Well, itf not publicly available or we wouldn't be asking for it to be released. If it were in 
the want ad sectioo, Fd have gone there to get it 

MR. HOVE: Yeah, we have log o# everyone that we've contacted, everyone we've talked to 
on the phone, and well release that 

SEN. FAIRCLOTH: AU right Ok^. that’s what we need. 

I see in the Wall Street Journal and the Chicago Tribune, and it's generally out, that you 
found no conflict of interest between Ms. Clinton and her work in the Dan Laniter (sp) and 
First American Savings and Loan, that yo u find her completely innocent 

MR. HOVE: Senator, let me talk about that issue because that was not an FDIC issue, and 
that was not an investigation or a review that the FDIC has done. That was an issue that - 
happened before FDIC ever became involved. That was an issue between the old FSliC - 
the old Federal Savings and Loan Insurance Corporation and the failed savings and loan. First 
American in Illinois. They had filed the suit against Lassiter (sp). They had settled that suit 
before FDIC ever became involved in that It was an issue tl^ had happened way before ' 
FDIC ever became involved in it ’ 

We have not reviewed that We have looked at — 

SEN. FAIRCLOTH: May I ask one quick question? 

MR. HOVE: Yes. 

SEN. FAIRCLOTH: Who settled it? Ms. Clinton and Foster? Is that - it was settled - you 
say it was settled. It was settled by Ms. Clinton and Foster. MR. HOVE: Vm not sure that it 
was settled by Mrs. Clintort Mrs. Clinton's involvement was to ai|g an amended complaint 
for Mr. Foster that amended the complaiiit from the savings and loan against Lassiter (sp). 
That was her only involvenient in that case. 

SEN. FAIRCLOm: All right, go ahead. Fm sorry, I i n tanupta d yon. MR BOVB: That case 
was setded over six years ago by the conservator. The conservator Ibr that savings and loan 
had hired a law firm in Chicago. The law firm in Chicago subcontracted the Roee law firm 
to work on this case Ibr them as the conservator. The lawsuit was settled before we ever got 
it, and normally these Ibcis would not trigger an investigation for ns, but because of the 
increasing public interest - and if you choose, we will conduct an 10 investigation to 
determine that - but again, the records are scattered all over because ifo the old FSUC 
records and they were not compiled in any one location. So hfs a very difficult issue. It - 
there's no singlo repository of these records. And wb*d be willing to assist your staff in 
locating arqr of these records diat may be available and to make some datarminedne m to 
what the involvement was. 
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SEN. FAIROXyni: So this clearing of Ms. Clinton in any involvement with the American 
Savings and Loan and Dan Lassiter (sp) was done by the FDIC, it was done by the - 

MR. HOVE: We have not cleared it The only contact weVe had on the First American 
Savings and Loan and the Lassiter (sp) case was a press contact that came as a result of an 
' article that appeared first in the Chicago Tribune, and we responded to that saying exactly 
what Tve told you, that this was not an FDIC issue, that it was in fact a FSUC issue that 
occurred before FDIC ever became involved~in any FSUC issue. 

The issue was settled, the settlement was made before FDIC ever became involved in this 
issue. 

SEN. FAIRCLOTH: All right, so - but the - would the statute run on it, could it be opened 
by the special counsel? 

MR. : I havenH any idea. ThaTs alqu^oh I guess rdliive to ask my attorney. 

SEN. FAIRCLOTH: Ask him. 

MR. : (Confers.) I dont know. 

MR. : I have no idea either. 

MR. : We dont have enough records at diis stage to know - SEN. FAIRCLOTH: Thank 
you. 

SEN. RIE(H.E: Although Til repeat again, and youll read.it from this Federal Registry (sic): 
"The independent special counsel has two authorities. One authority is for criminal 
prosecutions. The other authority is to proceed with civil actions." 

Now, the civil authority doesn't relieve any other regulatory body of whatever civil action 
they might appropriately take. But the point is, the special counsel has the specific grant of 
authority to proc^ down both tracks. And if s laid out four different times in this charter of 
responsibility, and it’s a very important point 

SEN. D'AMATO: Will the chairman yield? Just on that point because to be quite candid 
with you, until the chairman read the grant of authority, I was given to believe that the 
special counsel would confine himself to the criminal side. Fm not suggesting to you that the 
grant may not give him broader powers. I would think it would behoove us, and Fm not 
attempting to get the exact language determined now, but if we could not, send a letter from 
this conunittee and ascertain, indeed, will he undertake the review of various civil matters, 
such as the one brought up as it relates to this last matter that Senator Faircloth brought up, 
and diere are some others. I think that would at least set the record straight and we might 
want to put that to him and, again, have our counsel work together to put forth the 
appropriate question. But I think we should determine, indeed, is that the case. 

Secondly, I make a quick point, and I beg the indulgence of my colleagues, by stating, I think 
that if you notice, at least where I have been attempting to take this, and I thU some of my 
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colleaguef, we*re ittcmpting to atcertam what if anything did the RTC, did the FDIC, do in 
connection with theae matten. That is not at variance with the charge of the special counsel. 
We are in attempting to find out what wu done and what wasn't done, in any wi^ 
disturbihg hit investigalion. I think we have an absolute right to know what was done. We 
. have an abadule right to know the appropriateness of the action, so - 

SEN. BOXER: Can I have a po int of procedure ? Whose time are we on? I just was - Fve 
lost track. 

SEN. D'AMATO: Well, Tm going to do it one wiy or the other. 

SEN. BOXER: Well, I dont have any objection to your doing it Fm just confused. Is this 
Mr. Faircloth's time that you're on? Or is this added time, so we can all get added time? 

SEN. D'AMATO: I asked the chairmah'lf he would m^ulge irie so I could - 

SEN. RIEGLE: He asked the indulgence of the chair and Fm going to let him finish his point 

SEN. BOXER: Okay, fine. 

SEN. RIEGLE: And then well niove to the next person here. 

SEN. BOXER: I was just checking. 

SEN. D'AMATO: So, again, this is not an attempt to do anything other than to see what has 
been done to date by those vmous agencies that have the collective and the individual 
responsibility to deal with these matters. That* s one. And secondly, it would seem to me that 
it might clarify the issue - certainly I was led to believe, and maybe incorrectly so, that die 
special counsel wu not going to look into civil matters. I think if s important fbr u to 
ascertain that 

And so I put that to the chairman that possibly we review that matter. Fm not looking fi>r an 
answer at this time — 

SEN. RIEGLE: Well, Fm going to just - Fm going to take a minute and just read it into the 
reoordbecanwldootwaotitto.be- 

SEN. D'AMATO: No - 

SEN. RlECHf: I know, but ifs important, and the words are on paper, and this is the official 
charter. And Fm going to read from page 3221 of the Federal Registry of February the 4th of 
this year, and Fm going to just read three or four different linu here that appear in different 
places, and here's the first one: The attorney general hu appointed this independent counsel 
to investigate whether any individuals or endtiea hacve committed a violation of any fedaral 
law or civil law.” And then it gou on in that vein. And then over on the next page it ssys 
again ”... have committed a violation of any federal criminal or civil law relating to ...” And 
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then again it sayi ”... any violation of any federal law or civil law.* And it says it one more 
time further on down the line here. 

So ifs clear — my interpretation of this is that this does not relieve any regulatory body of 
any proper actionable efforts that it should properly undertake and determine to undertake, but 
it says Aat the special counsel clearly has the authority to move down both tracks if in his 
judgment he should find that that is wa rranted. And ifs a very important fact 

SEN. DOMENICI: Mr. Chairman - 

SEN. RIEGLE: Senator Domenici, let me just say the time — we're at the point now where 
either you or Senator Gramm will get to ask questions, and you - you're hoih here, and I 
don't know if either of you have a - one will follow the other, but will either of you have a 
time problem as to who gc^fir^ 


SEN. DOMENICI: Well, I just wanted to ask you with - on that question on your charter 
interpretation there, or reading — 

SEN. RIEGLE: Ifs not an interpretation, ifs what ~ ifs the final rule that was laid down on 
the - 


SEN. DOMENICI: Well, what is - what is the special prosecutor supposed to do if he finds 
civil law violations? 

SEN. RIEGLE: Hc has the full legal empowerment to take whatever actions he deems 
necessary — and all the investigative and prosecutorial authority :to do so. I mean, this is an 
absolute charter. 

SEN. DOMENICI: Well — well — thank you very much for that 
SEN. RIEGLE: You can take a look at it 

SEN. DOMENICI: Senator Gramm, I have a litde bit of time, although Vm late for some 
events. But if you want to go, HI let you go and HI follow. It - Will there be another one 
from the other side that has not inquired yet? 

SEN. RIEGLE: No. You are the last two diet have a chance to question, so - 
SEN. DOMENICI: Well, go ahead. Could you keep it brief, senator? Short? 

SEN. RIEOLE: - and then well go back and forth, senator. SEN. : No. 

SEN. DOMENia: No? (Laughter.) 

SEN. RIECHE: Senator Gramm. . 
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SEN. PHIL CHUMM (R-TX): You want to fo ahead? 

SEN. IXNdENICI: No, you fo. You fOC the time clock right there. 

. SEN. GRAMM: Let me begm. Fve juit got a simple queation that I want to aik of moat of 
the memben of the panel, and let me just read it Mr. Altman, 1 want to ask you first Have 
you or any member of your staff ha d any communication with the president the first lady, or 
any of their representatives, includinglKSnegarMtmsel orli^ member of their White House 
staff, concerning Whitewater or the Madison Savings and Loan? 

MR. ALTMAN: Fve had one substantive contact with White House staff, and I want to tell 
you about it 

SEN. CMMht Olaqr, l et me, if I my, just «« given that *yN” Fd like to know what the 
substance of the communication was, when it oceurreit ub imfiated it; and what you were 
asked to do. 

MR. ALTMAN: Right First of all, I initiated it About three weeks ago, Jean Hmson, who 
is Treasury's general counsel, and I requested a meeting with Mr. Nussbaum - he*s the White 
House counsel. 

The purpose of that meeting was to describe the procedural reasons for the then impendittg 
February 28th deadline as Ar as the then statute of limitations was concerned. Tm sure you 
know that that statute of limitations has subsequently been retroactively reinstated ibr certain 
types of civil claims. And we explained the process which the RTC would follow in reaching 
a decision before that February 8th deadline, diet it would be exactly identical to procedures 
used in any other cases, any other PLS case, and that the RTC fimdamentally would come to 
a conclusion as to whefoer or not there existed the basis for a claim or whefoer there didn't 
And in the event that the basis for a claim existed, then it would pursue either a tolling 
agreement, which is the equivalent of a voluntary extensioo of the*statute of limitations fiom 
the parties at interest, or it would file that claim in court That was the whole conversation. I 
was asked one question. That was question was whether we intended to provide the same 
briefing to attorneys ibr the parties at interest I said I assumed so, went beck -- (inaudible) 

- and cheeked with the RTC general counsel. The answer was in due course. 1 said fine. 
That was it I have not had any contact with the president of the United States or the first 
lady on any matter like titisL 

SEN. CatAMM: If I may, let me pose the tame question to Mr. Hove. Have you or any 
tnember of your staff had any oonimunication - 

SEN. RIE<E£: Mr. Hovq, let me just - 1 don't know if you know. This question's being 
addressed to you. 

SEN. (HtAMM: Have you or any member of your staff had «y communication wHh the 
presideni; with the first le4y, with their representatives; indudiiig le^ oounssi, with members 
of their l^te House staff concerning Whitewater or Madison Savings and Lm? 
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MR. HOVE: Our director of the Office of Communications at the FDIC had received a call 
from a press person at the White House after the second article appeared The Chicago 
Tribune regarding the First American issue. They asked, did we have any statement? And 
the response given to the White House was, no, we did not have any statement 

SEN. GRAMM: So they were asking you to respond to the press statement? MR. HOVE: It 
was Mrs. Clinton's attorney. 

SEN. GRAMM: Mrs. Clinton's attorney - 

MR. HOVE: Fm sorry. It was Mrs. Clinton's attorney - 

SEN. GRAMM: -- called you? 

MR. HOVE: It was MrsTClintoiTs iUtorn^ that call^lhe FDlCDffice of Communication. 

SEN. GRAMM: So Mrs. Clinton's attorney called the FDIC and asked you to respond to a 
press •• 

MR. HOVE: No, no, that's nqt what he said. 

SEN. GRAMM: Well, Fm asking the question. 

MR. HOVE: Yeah. No, but that - but - 

SEN. GRAMM: Fm not trying to speak for you. 

What did Mrs. Clinton's attorney ask you to do? 

MR. HOVE: They asked did we have any statement, and we responded, no, we did not have 
a statement 

SEN. GRAMM: Would it be normal that someone's — did this attorney work for the federal 
government? 

MR. HOVE: No. This was Mrs. Clinton's attorney. 

SEN. CAAMM: When did this call occur, do you know? 

MR. HOVE: After the second article appeared in the Chicago Tribune, and I cant tell you the 
date of that IFs been in the last, what, two weeks or so? I dont know. 

SEN. GRAMM: And you were asked if you had a response that you were going to put out on 
it; you said no. 

MR. HOVE: That's correct We responded to the first statement, the first article that appeared 
in the Chicago Tribune, pointed out the errors of that article, that it was not an FDIC matter. 
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exactly the same thing that I responded to Senator Faircloth. 

SEN. GRAMM: And to.lho best of yottf knotivledse, you've had no other oommiinication. you 
and your stalf have had no other communication with all the people that - 

MR. HOVE: Thafs correct 

SEN. CHIAMM: Let me pose the same qSSSSon to Mr. Fiechter and to Ms. Ford. 

MR. FIECHTER: To the best of my knowledge; I know I have and GTS staff has had no 
communication whatsoever with anyone from the White Housdobbut this or that list that you 
included in your question. 

MS. FORD: No, the Oversight Board nor I have had any involvement in this matter. 


SEN. (SIAMM: Let me raise a second question, and if s a thing that Fve tried to understand 
in looking at where we are and what we need to do to get on with finishing this matter. Part 
of the problem that we have had in the past with regard to congressional hearings and 
congressional involvement really has involved two diings. One has been die granting of 
immunity by congressional panda for people who would testify. The other is that under the 
Constitution, the Cestimoiqr of a membw of Congress is a privil^ed matter diet is given 
special treatment In this case Tm not aware that aiiycne in holding a congressional hearing 
or looking into this matter would be talking about — I dent Imw of a committee that would* 
be empowered to grant immunity. No such resolution has passed the Gongress. We're not 
talking about a member of Congress, where there's special constitutional provisions. Fd like to 
just pose the question: What would be wrong with letting members of this committee that 
have oversight responsibility look at the records in this case or any other case where we have 
oversight responsibilitiee? Mr. Hove; let me pose that to you and Mr. Altman, and then I see 
my time is up and m stop. 

MR. HOVE: Our position is that we will make access available, and we have, to 
Congressman Lea^ to aU infbrmatioo that is; again, non-confidential documents. 

SEN. <3tAMM: How would you define what is confidential? 

MR. HOVE: Agmi, thorn that would ~ (pause) - those that would involve privacy 
informatibo dmt would bo nott-tecmaiie to this ianei 

SEN. CHtAMM: And you would make that judgment? 

MR. HOVE: Yes. 

SEN. CatAMM: Mr. Altnum? . ' ;! 

MIL ALTMAN: First of 4 Senator, wa lunm Nreadr provided volunmo of doconmots to the 
Congress. Senator D*Amato refbrred at the very beginning to documents ho received last 
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evening, and I would have liked him to receive them earlier, but we only got the request last 
Fridiy. 

But in tenns of Congressman Leach, who has also received those documents, he has had them 
. for some tune - if my memory serves, 6,500 pages - the RTC has been asked not to ma ke 
information about criminal referrals in the Madison matter public, and ifs standard practice 
not to release information of tha t kind or any other which might compromise a criminal 
investigation. And of course, we're cooperating with the independent counsel to try to assure 
that we dont release any information v^ich would jeopardize his investigation. And as I said 
earlier, I would think you would not want us to do that in order that that investigation should 
proceed as it should. 

SEN. GRAMM: Mr. Chairman, if I could have your indulgence, Fve got here a text of a 
newspaper article in Phoenix that contradicts something that Mr. Hove said, and Fm sure he 
doesn't want to let it stand. iVe'jj^ri r^ponse, apparenUy'af^^^^ second article, where the 
agency — the FDIC did in fact make a statement It si^s die agen^ said Mrs. Clinton's 
involvement in the case was not extensive enough to constitute a conflict of interest under 
rules governing federal regulation of savings and loans. Fve got this if you would like to see 
it 

MR HOVE: Was that after the second - we made a comment - we made a public comment 
after the first article appeared - 

SEN. GRAMM: This is 2/16/94. 

MR HOVE: Okay, and I dont know when those articles appeared. SEN. RDBGLE: Why don't 
you take a look at it, and lefs go to Senator Domenici and ihtn - 

SEN. GRAMM: (Aside ) — When did the other one occur, whafs the date on the other one? 

MR HOVE: Senator, we commented after the first article appeared to correct any 
inaccuracies that was in the report The involvement that Mm Clinton had in that case was, 
again, as I mentioned to Senator Faircloth, that she signed an amended complaint for her 
partner, Vince Foster, who was the attorney who was involved in the case. Hiat involved two 
hours that was billed on Mrs. Clinton's part on that case in which she signed the amended 
oomplaiirt. As Ihr as we can determine from the records we have, that was the involvement 
that she had had, and thafs what we released at the time. 

SEN. GRAJMNL Well, if you would take a look at this and just let us know in writing if this 
was the second one, how the response was made, who made it, why they made it, ifd be fine. 
Thank you, Mr. Chairman. 

SEN. RIEGIJ.: Senator Domenici. 

SEN. PETE V. DOMENICI (R-NM): Mr. Altman, Stanley Tate (sp) was nominated by 
President Clinton to head the RTC, and while preparing for that confirmation he was at the 
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RTC in a consultiiig capacity. Hial% all true, int it? 

MR. ALTMAN: Yet. sir. 

.SEN. DOMENICI: Whan ha withdrew his nominatioii, ha attamptad to ralaasa to tha public 
materials he had prepared containing the RTC operations. Are you and the board familiar 
with the document that I refer to? 

MR ALTMAN: Generally, sir. yea. 

SEN. DOMENICI: Why did the oversight board prevent Mr. Tate (sp) from releasing that 
document? 

MR ALTMAN: Well, firs t of all, it was ^e^ 

SEN. DOMENICI: Well, yon released it - when he left it was not rdeased and you claimed 
it should not be released. But then eventually you provided the document to Senator 
D*Amato. I believe, or my offiep. but that was December 23rd, 1993. Wlty wu it not 
released when he wanted to release it? 

MR ALTMAN: Well, senator, my recollection is that it was released rather promptly. Maybe 
not the day after he siibmitled it. but as a federal employee - consultant, the materials 
properly would be — were reviewed by his superiors before being released. But I think the 
point is they were.released in short orte. 

SEN. DOMENICI: Well, did the RTC or the oversight board alter, edit, or sanitiro this 
document before releasing H? And let me say if not. why did Dietra Ford, oversight board 
executive director, send a memo — and I have that - dated November 30th to you about these 
materials which included the ibllowing sentence: Tm ft>rwarding the enclosed so that you can 
see the original materials and ftilly understand the disaster we narrowly avoided.” Ihose last 
- that last sentence is a quom What was the disaster that Mis. Ford was referring to? Wu 
this a reference to Madison? If it wasn't, fine. If it was. I think nutybe we ought to know 
about it 

MR ALTMAN: Senator, yon should ask Mrs. Ford that question. 

SEN. KERRY (?): You may not like the answer, but - 

SEN. DOMENICI: Well. I joN got diis letter, and it deserves an answer. If if s not what I 
want thafs fine. Thafs what' we*re here for. 

MS. FORD: We received the 200-pegs document the moming of his press conference, and we 
had only a quick time to take a look at it at the Oversight Board. The deputy gneral counsel 
of the Oversight Board and I advised - 

SEN. : Pull the microphone up. 
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MS. FORD: We advised Mr. Tate that the material should be reviewed by die Oversight 
Board staff, mysdf, as well as the interim CEO, Mr. Altman, before they are released to the 
public and that he wu a federal - special federal government employment and, therefore, he 
was subject to the rules that apply in terms of ethics, the Office of Government Ethics, that 
applied to the release of documents which he obtained during his tenure as a federal 
government employee. 

SEN. DOMENICI: Well, whafrwhafyduFlittw says. 

MS. FORD: Thafs right 

SEN. DOMENICI: But what was the "disaster that we narrowly avoided"? 

MS. FORD: It was my int erpreta tion that, to release thoM doomients before anyone in the 
Oversight Board staff, the attomeys ihwlved, or - vAolidvise have a chance to look at 
them, was inappropriate. And that's my choice of words - "disaster." I think it's 
inappropriate to release documents before we know what they contaiit 

SEN. DOMENia: I thank you. 

Let me quickly move to a couple of other ones if I might Mr. Altman, I diink you told 
Senator Bond that you would not m^e availaUe any documents, that, quote, "would have a 
negative impact on the legislation," dosed quote. 

MR. ALTMAN: No, I don't diink so. 

SEN. DOMENia: No? 

MR. ALTMAN: I said - I think I said that we would try not to release any documents that 
would have a prcjudidal effect on the investigation. 

SEN. DOMENia: Well, this committee hdd hearings on the failure of the Bank of New 
England in the context of an unsucoessfid confirmation hearing on Bob Garke. This 
committee explored in detail transactions rdated to that bank. Voluminous documents were 
made available. Mqrbe this is distinguishable, but it s ee ms to me that the same question 
could be asked here. Why can't you release all of these documents fbr this kind of hearing? 

MR. ALTMAN: Senator, we have had - or I am advised we have had a couple of 
conversations with Mr. Fiske, the independent counsd. He has asked us not to release any 
documents that could jeopardize his investigation. I don't know why you would want us to 
do that, to jeopardize his investigatioii. We certainly dont want to. 

SEN. DOMENia: I dont want you to. 

MR ALTMAN: And we're respecting his request 
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SEN. DOMENIQ: But if llie special prosecutor has no objection to the oonmittee being 
provided oapiee of documents, can the committee then count on the RTCs full cooperation in 
providing them. 

MR. ALTMAN: You should direct that question to Mr. Fiske. 

SEN. DOMENICI: No? If he hasjn^bjecti^ then can we count on you to release them? 
MR. ALTMAN: I think the answer is yes. 

SEN. DOMENia*. Does the RTC have an inspector general? 

MR. ALTMAN: Yes, sir. 

SEN. DOMENICI: Has thrini^CMHdr^mer^^ ihvmdgiiU the 'oon!licl-of-interest allegations 
regarding the Rose firm? 

MR. ALTMAN: I don't know the answer to that 

rm nearly certain if s no because, as you know, it wasn't the RTC that ever had any retainer 
relatiooship or other relationship with the Rose firm. 

SEN. DOMENICI: But you're kind of the natural successor to what went on there, and I 
believe - 1 tMnk when you took over you began some investigation of that Well show you 
that in a minute. But my question is, if the FDIC agreed to have its IG look into Madison, 
would there be any reason why you wouldn't? 

MR. ALTMAN: I have no objection to the IG$ looking into any matter that he sees fit to 
look into or that hd's requested on an official basis to look into. Thafs what he's there for. 

SEN. RIEGLE: Senator Domenid, I doot want to be arbitrary, buf I do want to try to stqf on 
the time clock if I can as we go bimk and forth, and wall continue until everybodjy's had a 
chance to cover everything they want to cover today. 

SEN. DOMENICI: Thank you very much, Mr. Chairman. 

SEN. RIEQLB: Greenspan, I want to come back to the interest rate situation 

we had an opportunity to tatt die dqr diet die Fed took its first step, alter diet was 
taken, and Fm concerned about the question of what has happened since and just yw own 
expectations of what might happen, what has happened. You've made ftvther public 
comments in a hearing recently: Fm just wondering, as you watch market reactions to the 
tightening move that the Fed nuule, are you seeing essentially what you expected or have you 
seen yam athing that — particularly in terms of the uptick on the long rates — something that 
maybe you would not have expected ? In other words, where are we now, and how do you 

read what seems to be taking plm as a reaction to the Fed's poticy a^ustmenl? 

MR. CatEENSPAN: Mr. Chairman, as Senator Sarbanes iiuficated, my expectation was on the 
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basis of what has historically tended to be the case, that the type of increase that we've had 
would initially lead to some small increase in long-term rates followed by some edging off. 
Thafs basicaUy been the history, other things equal, and that's essentially what one endeavors 
to use so far as a forecast is concerned. 

What occurred in the interim was. as I indicated to the subcommittee of the House the other 
day. is that there was a growing concern that after the torrid pace of economic growth in the 
fou^ quarter, which is apparently in the'pfocess of being revised up. that the possibility that 
we would not be moving to a much more moderate rate of growth was rising, and the first 
evidence that that was affecting market perceptions was when the Philadelphia Federal 
Reserve Bank released its monthly survey, which showed a significant increase in prices paid 
by manufacturers for the month — I suspect ifs early February. The point at which that 
release was made, the long-term rates were very slightly above where th^ had been previous 
to the February 4th move. But what occurred following that was a general belief that the 
pace of economic activitylni^ turn diitlo be somewhat stronger than most of the people in 
the market had anticipated. 

And to repeat what I said at the House Banking Subcommittee, that change in view in the 
market's perception led to a significant backing up of long-term rates, which is what typically 
happens when those types of expectations change. As I said then, my impression of how one 
should interpret that j^iladelphia report is more an indication of a pick-up in economic 
activity because commodity prices tend to be reasonably good proxies for new orders and 
indeed I think thafs what essentially that particular report was showing. It is not a 
particularly good forecaster of inflation. And as I said at the House committee, we seem to 
be lacking the financial tinder that usually is associated with inflation accelerating when you 
get a significant pick-up in economic activity. ! . t . i 

Fm agnostic at this stage. I think it's too soon to make a judgment, but we will learn a good 
deal more as the data begin to come forward. 

SEN. RIEGLE: Well, but as I listened carefully to what you were siying, it seems to me 
when you say you dont see the inflationaiy tinder and that you're sort of an agnostic, I mean, 
I gather you're saying you dooH see, yet, a broad evidence of a build-up of inflationaiy 
pressure that real^ worries you. I mean, I - or is that not a - 1 mean, put it in your words, 
but Fm just — 

MR. GREENSPAN: No, that is substantially correct Look, the reason that we moved on 
Februaiy the 4lh, and the reason I said we may have to move again, rests on the issue of 
having deliberately put throu^ a significant degree of accommodation in the money markets 
after 1989 because we perceived that there were special balance-sheet factors and other 
headwinds which required that we move the short-term interest, rates below where they 
normally would reside. And when it became apparent that the adjustments that we thought 
would occur and in fact have been occurring in the balance sheets got to a point where the 
economy could start to regain its momentum and gain a degree of expansion which seemed to 
be well entrenched, at that point die need to have excessive accommodative policies no longer 
exists. The issue is not, do we see infladonafy pressures emerging, BUT whirt is the reason 
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wliy ym would wait to koep dio lovol of •ceomnodation irt a point whara hisloiy tallf ut, if 
axMidad mdafimtaly. avantually does engender inflati^^ So. if s the teiue - 1 

would foverao Ihe-queslion. not do we see inflalionafy pressures, but what reason would we 
have, once the recoveiy seems well entrenched, as indeed I believe it is. would we wish to 
ai e ac eesively accommodative stance? That is not a statement which uyt we are 
setting inflalionaiy pressures emerging; indeed, as 1 said in my prepared remarks to the House 
committee, when we actually see inHationaiy forces emerging in the voqr of price changes 
which are clearly evident, the one thinglv^rT sure at that point is we are very far advanced in 
the process, and history tells us that that type of policy which we engaged in much too often, 
is wholly inappropriate to maintaining long-term economic stability. 

SEN. fJEGLE: Well, let me just ssy to you I find that a very important clarification and 
point that you*vejust made. And I think it puls this in a somewhat different light than some 
of the commentary, I think, has given to it because what I hear you sqring is is that you've - 
you've had a monetary pdl^ thiTfiinieen'ovS^ accommddiBve in order to try to get sort 
of the engine going again and that you overco r rectad in a sense - 

MR. GREENSPAN: Deliberate. 

SEN. RIEGLE: - deliberately. And now that it has gotten the traction that It needs to hav^ 
as far as you can tell, you're taking back some of that overoorrecdon but not for reasons of 
the fact that you see this infladonaiy tinder building up here. 

MR. GREENSPAN: Precisdy. And, in fact, Pve tried to make that point every time Pve 
stated this, and I somehow donT seem to gpt it across as well as I think I would like to. 

SEN. RIEGLE: WeU, I think you got it across pretty well right now, and we've got a pretty 
good sized press table that 1 hope will have gotten it down even though if s 20 to two, which 
is sort of a late hour for us to all be meeting here- Oaughter). But I thank you for that I 
tiimir thaf s a very important distinction, and 1 think ifS important for the economic system 
and the markets to understand what you've just said. 

Senator D'Amato. 

SEN. D'AMATO: Tliank you, Mr. Chainnan. Mr. Oi ai rm a n, I have to say to Mr. Altman 
that I would like to go back to a question that Senator Gramm . brought up and - as it relates 
to any with WhHs Houss staff or counseL Mr. Altman, I think you said that you and 

a - an oiSkial ftea Treasury sought out Mr. Nu s aba um Is that - is thm conect? 

MR. ALTMAN: Yes. I did. 

SEN. lyAMATO: Could you tell us why? In other worda; 1 have difficulty understanding 
why it is you feh compeUed to seek out the White House counsel. 

MR. ALTMAN: Solely to ensure - .. 

SEN. IPAMATa. Solely to - 7 
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MR. ALTMAN: Solely to be sure tliet he understood the legal and procedurti framework 
within which the RTC was working. And if you recall as 1 said at that time, it was a 
February 2Sth date which wu the subject of m^or attention in the Congress and in the press. 
If s not unoommon of meetings of that type to take place. And Fd describe it as a "heads up* 

. and a veiy stiff conversation. 

SEN. D'AMATO: A "heads up*. Mimection would that heads up be? You mean tiiat 

the statute of limitations was runiung? 

MR. ALTMAN: No, that they should be aware of the internal processes and the types of 
criteria which the RTC was going to be following in order to reach a decision by February 
28th. 

SEN. D'AMATO: Was any representatives of the president or Mrs. Clinton or aity legal 
counsel - which I think would be appropriate - speakingTo fliecbunsel for the RTC. or 
people handling this particular ~ this particular matter? I mean, was there aity legal 
representation going on? Was this - you just called them? Did they have aity 
representatives, aity counsel who may have been meeting with staff people or taiUng io staff 
. people? 

MR. ALTMAN: I was accompanied by our general counsel, Treasuiy general counsel. Mr. 
Nussbaum had his assistant with him. And Mr. Ickes and Margaret Williams were both at the 
— there at the time. 

SEN. D'AMATO: Oh, Ickes is in it. huh? 

Let me ask you this: Prior to this meeting, was tiiere any representation — was there any 
counsel that was being given representing the'presidenfs interest or Mrs. Clinton's interest or 
anyone else that you're aware of u it relates to foe matter that you went to brief them on? 

MR. ALTMAN: No, not to nty knpudedge. Nor were there any^substantive conversations — 
subsequent conversations. 

V SEN. D'AMATO: Did anyone request this meeting? 

MR. ALTMAN: I requested the meeting. 

SEN. D'AMATO: Was there any other meeting foat may have been requested? 

MR. ALTMAN: No. 

SEN. D'AMATO: There was no other meeting that you are aware of that foe White House 
counsel requested? 

MR. ALTMAN: No. 

SEN. D'AMATO: Or anyone else from foe White House? 
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MR. ALTMAN: No. 
sen. IXAMATa Mr. Icki^ 

• • MR. ALTMAN: I had no lub ieq u en t - 1 roceivod ao subsequent requests for meetings. 

SEN. D*AMATO: WeO. wlutt about private counsel? Did private counsel - 1 find it hard to 
believe that there was no private oottBseT. Are you s^ing to me that there was not even 
private counsel that was meeting with staff lawyers at some level? 

MR. ALTMAN: Not to my kaowledget Senator. 

SEN. D*AMATO: Ms. Fordp do you know of any? 

MS. FORD: No, Fve had 'nb invblviment 

SEN. D*AMATO: Let me turn to the ETC report which was dated Frimiaiy tth, which we 
received last evening about 9:00 - Resolutioa Trust Corporatioa - and say to you that, in 
reviewing this document, I think it goes a little ftirther — does a IMe better job than the one 
that came out of FDIC. 1 finind it interesting that in its conclusion on page five and six, in 
its summary before it reaches its disposition, it says» A, Rose represent^ Madison prior to 
its failure; B - and I am not reading the whole sentence ~ Rose represented the FDIC/RTC . 
subsequent lo the fisluie of Madison; C, Rose tfid not disclose its representation of 
Madison before the Arkansas Securities Department to the roiC or foe RTC. Further, it did 
not report possible conflicts involving the brother-in-law and fafoer-in- law of Webb Hubbell. 
And, by foe way, Fm going to, Mr. Hove^ read something to you thafs quite illuminating 
You better have your lawyers take a look at tiiia And when it gets all done doing that, it 
says, based on the foctual conclusions in die RTC conflicts report - it says we send it to 
counsel. 

Now, I have to tefl yon that I am going to ask - becanss yov have no conclusion. It just 
says, "Tliese are the focts; timoa are the fimtg followi. Nbw, you do with it what you want" 
and sends it to counsel — goosni counssL fm going to ask that this report and aqy other 
relevant material dial was gafosrsd by those who were working on it be submittsd to foe 
inspector general And as yoifvs iadkalsd before, you certainly wouldn't say, "I dont see any 
•• bow that would impeds anybo^ or anything* But I certainly would foal more comfortaUs 
that it goes to dm intpeclor gnsnd as opposed to the general counsel And I dtiak it would 
guarantee the intsgri^ of the review, certaiiily in this senator^ mind and 1 think in others. 

MR. ALTMAN: Fine. 

SEN. IFAMATO: I thank you vary arach. I see that nqr time has expired. I have another 
observation to make, and IB do that after — at die appropriate time. 

SEN. RIEGLE: Senator Kerry? 
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SEN. KERRY: Well, let me ask my colleague, is that going to be the last - I mean, or is 
there intention of colleagues to go a whole other round? 

SEN. D*AMATO: I think some colleagues have some other questions, and theyll raise them 
whenever - 

SEN. RIEGLE: I think maybe we]re goingjo have one more go- around here with those that 
are left who want to do so. And then i think we're probably done here.. 

SEN. KERRY: It was my understanding that we were going to have another hearing here in 
10 minutes, which Fm also supposed to participate in. Fm just curious what the plans of the 
chairman are. If my time could not - Fm just — 

SEN. RIEGLE: They have a different room that they're meeting in - 

SEN. KERRY: All right So thafs - 

SEN. RIEGLE: - so that we wont run into a room conflict But we are late in the day, and 
the wimesses have been here a long time. So my intention would be to finish up a round here 
where eveiybody gets another turn at bat 

SEN. KERRY: Well, mi^be I could adc another - just procedurally. 1 dont want to really 
use my time at this point But it seems to me that maybe we could ask if anybo4y has any 
more questions to ask of the chairman of the Federal Reser^ because it seems not a great 
use of his time to sit here if all we're going to do is talk about another subject 

SEN. DOMENICI: I — is my turn imminent here? Or do I have, a long wait? 

SEN. RIEGLE: Let me get my batting order here. 

SEN. DOMENICI: Because I don't want to keep him a long time, but I wanted to - 

SEN. RflECEE: Actually, you follow Senator Bond, who will come after Senator Keny. Then 
well come back to Senator Boxer. So actually there are — 

SEN. : 0OW long is your question? Miybe they would let you get that - 

SEN. DOMENICI: I dont want — I dont have a question of Mr. Greenspan. I just want to 
state fbr the record that, frankly, I believe the actions you took over the last three or four 
years have a great deal to do with the status of the .American economy. I frankly believe you 
were subject to some undue criticism, but if wo have a solid recovery, I think ifs very 
significantly related to the conduct of the Federal Reserve over the last 3-1/2, fbur years. 

I 

Maybe President Bush would have liked it differently, maybe Didt Dannan would have, 
m^be it all could have happened earlier, but nonethelesa, I think you're somewhat 
responsible, so I trust you at least on what you're doing now. 
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SEN. RIE<H£: That reminds me a little bit of watching some of that Olympic skating 
competitiQa last oight when they throw the bouquets out on the ice. You just threw a nice 
one to tte chairman. Senator Kerry? 

• SEN. : Yoo were critical of him. You wanted to loosen up even more. 

SEN. RIEGLE: Well, the other ^ I think my comments were comments that reflected some 
understanding as to what the ldiiunnah*s trying to do, and I think he's put additional light on* 
that todiy. I don't think this chairman wants to strangle the economy. Fm speaking of 
Chairman Greenspan, and, you know, sometimes you can do that and not intend to. But I 
think he's trying to be as prudent as he can be. Senator Kerry? 

MR. GREENSPAN: Excuse me. Mr. Chairman, is that - (inaudible)? 

SEN. RIEGLE: Are you Can you tak^your bl^ueTind go? (Laughter.) Yes, you 

can. Senator Kerry? 

SEN. BOXER You get a S.9 from me. 

SEN. RBBCHJB: Senator Boxer gave you a 3.9. (Laughter.) 

SEN. BOXER You skate so well (on the ice ?). 

SEN. RIEGLE: Especially on the technical portion of die - (laughter) - of the program. 
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SENATE BA^jnClNGTOlC OVERSKHTT PAGE 19 02/24/94 

resumption op COVERACa 

xxxproiram. 

SEN. ;(Offmik«.) 

SEN. RIEGLB: S«ilor Ktciy? 

SEN. JOHN KERRY (D-MA)rMr. Chamhaii, Fm not sura 1 hive time to sUy thfough the 
whole process here, so I may review the bidding hero a little bit But just speaking as t 
former prosecutor, one of my colleagues over hero wu sort of questioning the duality. I can 
tell you, as a person who has presented evidence to grand juries and who has spent some time 
putting cases together, that there is nothing worse than having dual tracks, wimess confosioo, 
various statements appearing in public, multiple copies of documents moving around. I would 
bo veiy surprised if Special Prosecutor Fiske dedM to do it It certainly wouldn't be a 
judgment that I made to make tfunp l^ieln tfie middle of in investigation lyyam it 
inevitably taints somebody's something and it creates a very hard process for pursuing a track. 
What astonishes me hero a little bit - and I wint to reiterate it - 1 mean, we've got $IS0 
billion problem hero which taxpayers are paying for. They'ro already angry enough about us 
wasting their time and duplicitous process. And hero we are^ frankly, with very important 
people in front of us having spent a morning not really examining ^ero that $1S0 billion . 
went, not talking about it, but dealing instead with politics. And thafs what this really comes 
down to, ifs politics. Itfs totally unnecessary. In the context of the gendemen who has been 
made a special prosecutor, a Republican appointed by a Democrat - and let me just share 
. with colleagues again quickly something about Mr. Fiske. This is an article from the New 
York Times right after he was appointed: Itobert Fiske's reputation for integrity and 
thoroughness is so entrenched dim if be finds no wrongdoing during his invesdgadon of the 
Whitewater affair, his findings could put rumors about Bill and Hillaiy Clinton's business 
dealings to rest The choice is one that you simply cant argue with,' said former Treasury 
Secretary Nicholas Brady, a close friend of fonnm Presideiit George Bush and a college 
classmate of Mr. Fiske's more than 40 years ago. 'He'S one of those guys who has alwqrs 
conducted himself with integrity."* The article goes on to say that "Mr. Fiska^ a 63-year-old 
Wall Street lawyer, earned his reputation by being an aggrosaive prosecutor. If the Clintons 
have something to hide^ he could poos a formidable problent If he lives up to his billing, at 
the very least his investigation will disrupt the lives of the first fiunity.” 

Now, if jlmfo not enomli, if we donH have the patience to allow him to do Us job and ait 
here and ask fUevant questions about 1150 billion, we ought to ask what wS'ro doing. I 
mean, this is why the taxpqrers get so fed up b eca u se all we do is dig into politics. And 
there's a huge distinction between this case and prior cases because we are not looking at a 
current situation where the president is currently making decisions about current mc^ being 
spent or current policy. This is something that happened when he was governor - if 
whatever happened happened - and I suggest that this prosecutor has the ability to get at it 
If he doeanX FU join with Senator IFAmato, 111 be one of the first people - 1 think 1 have a 
good reputation here on the basis of BCO and Nbriega and other inveidgative in 
pursuing things. But I think bock to the tune that I was trying to do that I dkhiTi have any 
help from the other side of the aisle. We did not get sdbpoena power. We did not have the 
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ability to hcvo a ftiU-fledged investigation in tfait committee on that. And 1 sat here with Tim 
Wirth and we tried again and again to get an extension of the liability. We also tried to get a 
special prosecutor Most of my colleagues making a lot of noise about this now opposed 
having a special proseculor. So I just think fair is fair at some point in this business. We ail 
undetatand the game and we all understand what happens. But it seems to me that to take a 
150 billion dollar fiasco and relegate it to a second tier for this 194 stste-run ~ who was the 
primary regulator of this institution originally? MR. ; The — originally it was the Federal 
Savings and Loan Insurance G>rporation~ ihd then later OTS. 

SEN. KERRY: So it came to the federal government secondarily. And. I might add, for two 
years this case was closed. It wasn't until six weeks before the election - and we ought to 
ask some questions about this - that suddenly, when Bill Clinton was the nominee for 
president of the United States, that there was a criminal referral to the RTC, not until six 
weeks before the election. For two years whi le my frie nds controlled the elements of 
regulation, nobody was askmg foe'questions that areli^g askedTere tod^. 

So Fm not sitying questions shouldn't be asked. I am siting we absolutely ought to get to the 
bottom of whatever took place. We ought to understand all these institutions because ifs a 
sorry chapter in American politics. But thafs going to happen, the 25 FBI agents and 
depositions and documents being made available, and the taxpityers of this country do not 
ne^ us jumping all over each other for political purposes, avoiding the real issues that they 
would like us to dig into. And I dont fbuik mu^ more needs to be said beyond that 

SEN. RIEC9LE: Senator Bond? 

MR. : Mr. Chairman, mity I make a correction? 

SEN. RIEGLE: Yes. 

SEN. KERRY: I think Senator Kerry asked who was the primary regulator. The primary 
regulator was the state of Arkansas 

SEN. KERRY: Well, that was what I wu getting at The primary regulator was the state. 

MR : Exactly. And the primary federal regulator was FSLC and OTS. 

SEN. KERRY: Correct So the issue of federal nexus here in tenns of decisionmaking is only 
by transfer, not by origiiud jurisdiction. So what we're doing is secondary to the third tier. 

SEN. RIECHJB: Senator Bond? 

SEN. BOND: Mr. Chairman, for the benefit of my friend from Massadiusetts, I am going to 
submit a chronology and some questions for the record to the RTC to answer. I recall it was 
Jerry Brown of California who first raised the question during the 1992 campaign, but we all 
will be able to benefit from these questions, which are along the lines that Senator Kerry 
raised. I also have a series of questions for the FDIC and for the RTC which follow up on 
these other questions, but in the time remaining I do want to pursue a couple of Hems. When 
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ym lift lalkidl Mr. Altman, you said Ihat aormal proeadura would ba for iha RTC to laek out 
and aoquifa laeofdi whifavar di^ Now, iftlia RTC undar your diiaclioii wara 
raquaatias racordi ftom iha flrat lady at dm Whita Hduaa, a rathar high-profila mmt, ivDuld it 
not ba curtomaiy for diam to adviaa you that thay wara raquaituig raoorda in dia p Mffm im 
. ofthafiratlady? 

MR ALTMAN: Senator, I don* t fat involvad in any aiteandva aapacta of PLS casa, 
paidcularly - or includins dooimantt tbit they may saak. SoUbay'va navar brought that to 
my attantion tinea Fva baan in this job, and that goes right through todi^. 

SEN. BOND: So you wouldn't axpact tham to tall you. 

MR ALTMAN: No, I wouldnt 

SEN. BOND: I find that ramarkaSlai'nn a ndraSa aiSiniri^^ caaa» tha RTC croataa and 
rataina an invantoiy of partinant documants usad to maka tha caaa. At I undantand it, at least 

one version of tha invantoiy hat been provided to aomamamban of Congrata Couldyou 

foraidi to this oommittaa the lataat, most up-to- data invantoiy nd provide tha hearing - for 
the hearing record along with tha praviout varsioiiS? Would you maka that available? 

MR ALTMAN: Last evening wa tuppliad die — 6,500 pagaa of information to Senator 
lyAmato's offi^ at wa had soma dma earlier to Congramian Leach. SEN. BOND: And it 
that tha andra invantoiy? Ara thota all tha documantt? You give new ehallug f Federal ‘ 
Expraat and Oyaniight Pbatal Service to gat tha daltvaiy of tuch a adbatantial ttack of 
documants at tha particular tima^ a new standard for dalivaiy in padcaga axpratt. 

MR ALTMAN: Wall, I have hare a list of tha documanR 

SEN. BOND: Is that tha lateat version? 

MR ALTMAN: This it just a lift of Miat tha documantt ara. Thara't 6,500 in total pagat. 

Thit is a lift of tha documantt wa provided. 

SEN. BOND: If you could maka ona availabla for tha record* wa would like to have that rd 
ig)praciala it 

MR ALTMAN: Ba dalightad. 

SEN. BOND: Neat; whan did you become aware of tha RTC racommandationt that ftinher 
criminal proaacutioo ba taken against Madison? 

MR ALTMAN: Last fall I was advised that the question of a referral to tha Jutdea 
Department wet under cooaidaradoo at tha RTC, and at othm mambars of the RTC staff will 
attest, I said that normal procadu r e a , with no daviadoo whatsoever, should ba purtuad* 
including chain of conimand procedures; in terms of reaching that condution. 


1355 


X001 252 

1 might tell you that typically decisions like that are made at the regional office level, and that 
it was in this case. 

SEN. BOND: Were you aware that the regional office had asked the national office to make a 
. determinatioo as to Aether the Clintons' name should be in the new expanded referral? 

MR. ALTMAN: No. 

SEN. BOND: You did not know they were asking for the national office to make a 
determination on that? 

MR. ALTMAN: No. I was simply informed that this issue was on the table, and my reaction 
was — I had only one conversation about it - that normal procedure should be followed. 

That* s the way we're going to handle this thing from beginning to end. 


SEN. BOND: How was the White House notified of the referral? Was it from your agency? 

MR. ALTMAN: They were not notified by the RTC, to the best of my knowledge. 

SEN. BOND: Nobody in your agency, to your knowledge, advised the White House staff that 
this was going to be a m^or - this could be a miyor source of concern? 

MR. ALTMAN: Not to my knowledge. 

(Confers off mike.) 

Ms. Ford, do you know if the White House was notified by the RTC? 

MS. FORD: No, we have had no involvement at the Oversight Board whatsoever. 

SEN. BOND: When was the firm of Madison ft Pillsbuiy put on retainer by the RTC, do 
you know? And for how long and what cost? 

MR. ALTMAN: I don't know that Tm aware that that firm has been retained as outside 
counsel on this matter, but Tm. not aware of the date on which it was retained nor the retainer 
arrangements. 

SEN. BOND: Will they review the potential of suing the various law firms who represented 
Madison or the board of diieclofS? 

MR. ALTMAN: I dont know the answer to that question. 

SEN. BOND: We'd appreciate knowing that, if you could, later. And if there are odier outside 
counsel or consultants hired in conjunction with the case, we would like to know that 
And finally, Fm advised that the list you have there is just an inventory of the documents 
provided to Senator D*Amato; it is not the complete inventory of the documents pertaining to 
Madison. Andifrmmistaken,ineitherevent, we would appreciate receiving a copy of the 
inventory of the entire documents. 
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MR. ALTMAN: WtU, S< n i l Of» rn not sura I undifsCiiid your <|uoftioo. But whu W 9 
h«vu rulM^ amouDii to what wo*vo bean askad fbr. laaa any documants that, in our 
judgmant. could pngudica tha invastigatioii. I told you aarliar that wa*d had a ooupla of 
coovanlatioiia - 1 havaat had tham; rm adviaad lhara wara a ooupla of oonvarsatioiis with 
. Mr. Fiffc^ wlA aach sda asldng tha othar not to ralaaaa infonnatioa or taka any othar ttapt 
which would pngudica aithar lidd's invastigatioii, and wa'ra trying to adhara to that 

SEN. BOND: As I understand iCAil you have prepared an inventoiy. Fm not asking for tha 
documents themselves, but I understand that you had prepared an inventory and had ftimished 
perhaps members of tha House sida^ or otharg, with tha inventory, not tha contents of tha 
documents. 

MR. ALTMAN: Any information, I assure you, that wo have supplied to Congressman Leach 
or anyone else - alsawhara in tha Congrasp, wd^ daU^tad to supply to you or anyone else 
hare that would like them. 

SEN. BOND: Would that include an inventory, a cataloging, not tha contents but a cataloging 
of tha documents in tha Madison case? 

MR. ALTMAN: Wa will supply you with any inibnnation to that extent that wa can which 
does not gat into areas that we think would prqudica tha invastigatioo. SEN. BOND: Thmik 
you, Mr. Chairman. 

SEN. RIE(H£: Senator Boxer? 

SEN. BOXER: Mr. Chiirman, Fd like to — Fm still working. ' 

SEN. RIEGLE: All right Senator Domenid, ywAa next in the order. 

SEN. DOMENICI: Mr. Altman, you ^poka a while ago of your boa contact with the White 
House regarding this; and you and your counsel went up to talk to tha White House counsel. 

MR. ALTMAN: Yadh, one substntiva contact 

SEN. DOMENICL Plaasa? 

MR. ALTMAN: One sidMtmitiva or ma^^ 

SEN. DOMENICI: Yeah. Wall, I assume - wd^ not arguing there that you had - you're not 
suggesting you had more than, ona^ are yod? 

MR. ALTMAN: No. Fm just saying that if you - you know, you run into aomaona in tha 
haU - did you sea that thing in the paper diis moming? - Fkn not hirfiM«iig dug. 

SEN. DOMENICI: AU right You said you were thara to giva a baads-up. What I undarsmnd 
the situation to be on average fblka, a couple of tham in nqr sM tfiat ware bordering np 
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aloligside of a itatiita of limilatioBs becoming a defense, they were pfeaented with a tolling 
agroMMiit; aod if thqr didn't sign it. suit was filed so as to loll the statute. Is that a rather 
fiir aitetunenf oMe way business is done? 

MR. ALTMAN: I think Fd have to know the details of the matter. Senator. 

SEN. DOMENICI: Well, I guess what Fm wondering, are we getting the right perspective of 
why you did this? Did you go th'eriTbl^use'yott wanted them to know that clearly they 
might be asked to sign a tolling agreement, or to know that the normal process was that the 
toll - the statute's going to toll, and there's reasonable grounds to suspect something, they 
might expect a lawsuit? Or why else would you give them heads-up? 

MR. ALTMAN: The difference between this and a matter like the one you referred to is that 
1 had been receiving - had begun to receive a lot of inquiries, inclutfing in writing from 
Congress, as to what procedurorthe RTC was'going'ftrfollos^riBd I wanted to give them the 
same sense of those procedures that I was giving members of Congress. And I said to them 
nothing different than Fve said to members of Congress. 

SEN. DOMENICI: Well, I understand that, but I guess what Fm getting at is there must have 
been a reason for telling them that Congress was just saying the statute's going to run, what 
are you going to do, so you went over there to tell them that we're going to apply the same’ 
thing we do in any other case? And that's the heads-up that you were giving them? 

MR. ALTMAN: That* s right 

SEN. DOMENICI: Was it serious enough that you wanted them to know because there might 
be something that they would be confronted with that was untoward as you applied your 
rules, like asking fi>r a tolling agreement or filing a lawsuit? MR. ALTMAN: Again, the 
essence of what we said was that the statute of limitations which then applied was scheduled 
to expire on February 2t, 1994; that the RTC was going to make every effort to make a 
decision by that date. It could ftmdamentally reach only one of two decisions, that there was a 
basis for a claim or that there wasn't If there was a basis for a claim then we would either 
seek a toiling agreement to permit more dueovety and more preparatkm or we would file that 
claim in court 

SEN. DOMENlCb Well the passage of the statute of limitations extenskm eliminates that 
problem as you have already indicated. 

I guess, Mr. Chairman, Fm having a little difficulty with explanation because one way of 
looking at h was that it was not a very meaningful or important meeting - that he was just 
doing this so that he would be able to tell Congress he had told them he's going to treat them 
the same way as others. I dont think a man — you know, I know you fairly well - 1 dont 
think you would be going over there to just be able to send this letter to Senator D^Ainato 
that says I have told the White House that they're going to be treated the same wqr as other 
people- 
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MR. ALTMAN: Senator, I did not know whadiar dwy know of nidi piocoduraa which as I 
sqr 1 was dwn eonununicatiiig to marabon of Congraai and it just aaamad to mo a litllo odd 
to oqdaihlo n nMnbor of Congra» that wdVe foing to fellow *XYZ* piDceduns and not 
havo ihani ivor bo mada awaro of what those wofo. 

SEN. DOMENICI: Wall, I want to dose on this remarks hy thanking yon, Mr. Chairman, fer 
holding thasa hearings. I hope the phblie undarstands tha Rapublican rsiponsa to Senator 
Kany, you know, ifs almost an insult to accuse us of not being concerned dbout oversight 
and that some how or another the other side is more interested in how the RTC turned out 
Firankly. thafs just borders on being ajoka. Ibis hearing, wa have all your statements, we're 
going to read theot So we're going to know what you were going to sqr. If you seat it to us 
yestardsy, our staff has probably raad it already and theyll brief us so wdta going to know. 
My last observation would ba that itt inconceivaUa to ma Mr. Altman that yon would really 
be concerned that the people involved in the investigatioo, whomever they ars^ whether it ba 
the people in Arkansas, whether It br*eoofidflits of dll PiisittBinrnbomaver, that they would 
notknowdiat the statute of limitations was going to toll and that that presented a situation 
that you had to advise somebody on. 

: 1 just don't think anybody involvad in this would not know that 

MR. ALTMAN: Senator, I also - 1 would agree with you. I cant say fer sarsi I dont know 
what was in their minds. I dodbt very much that they did not know about the statute of 
limitations. 


SEN. DOMENIQ: Ri^ 

MR. ALTMAN: What I was saying was not that What 1 was saying was 1 did not know if 
they knew and, firankly, nqr intoression is^ as a result of that meeting, they hadnt previously 
known what procedures the RTC would be fellowing. By diat I niaan that you have to 
choose between •• you have to fsach a conclusion as to whether therdh a claim or there isnX 
and then what you have to do if yen reach the conclusion diat theie isL 

SEN. IXMilENICI: AU right Thank yon vsiy much, 

SEN. RIHCEJI? Thank yon. . . 


SEN. PAIRCLOllt Thank you^ Mir.. Chairnisn. And I will echo Senator DoasenkL Yon 
have dona a supeib job of conducting. And 111 ba very brief My questions are to Mr. Hove. 
Mr. Hovi^ we keep coming badt - you said the FSUC i ss u ed this rep^ who has long been 
out of burinass^ snd did the investigation on Mrs. Clinton and bar relationship. 

MR.HOVE:NbiSir,IdidnTstoF8UC 1 said that dm agsn^ that hsndfed the closing of 
First Aatorican was FSUC. snd that occurred bafece FDIC had any jnv o h mnsg t in that 

SEN. FAIRCLOTH: AU right But who did the investigation - 1 assmna there was one done 
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- to detonnine that Mrs. CliAton had no invotvamant whatsoavar that was wodhy of looking 

MR. HOVE: Wa did not do an investigation, wa did not do a review because wa don't have 
all the raoofds. The records are the old FSUC records that are not in one central repository. 
All we did was review the records that we had available at the FDIC, and the records that we 
had at the FDIC only indicated that Mrs. Clinton's involvement, from the records that we 
could review, was the two hours that she aq^t filing the ammded complaint for her partner, 
Vince Foster. 

SEN. FAIRCLOTH; So, what you're siting really is that you did a very incomplete and 
surface investigation. 

MR. HOVE: We did not - we simply looked at the records that we had, and we did not 
make an investigation any fiufiier'diah the recorfi foaf^ hadlivailable to us at the FDIC. 

SEN. FAIRCLOTH: Well, I would sqr that Mr. Whitney (sp) issuing such a clearance for 
Mrs. Clinton in the name of the FDIC doesn't lend a lot of oedibility to an FDIC 
investigation when he makes his statements and when you didn't really have the records to 
make an investigation, from what you're telling me. 

MR. HOVE: What we were doing was correcting the information that was erroneous in the 
Chicago Tribune report because the Chicago Tribune said that.it was an FDIC case^ we said If 
was not an FDIC case. And we alio said that from our recordA thb was the only 
involvement that we could have. 

SEN. FAIRCLOTH: Well, dont you think it would.be a good idea to hunt up the old FSUC 
records and see what they might lead you farther? But I have a ipiestioo, and then Pm going 
to — (inaudible word). 

The original suit was $3.3 million. They settled it fr>r 6 cents on the dollar, or $200,000. 
What I want to know is how much was Mrs. Clinton paid, or the Rose law firm. 

MR. HOVE: I cant tell you. I dont know diak 

SEN. FAntCLOni: Can you find out? . 

MR. HOVB; We can try. ' . 

SEN. FAIRCLOTH: Well, I would like fr>r you to let me know as quiddy as possible how 
much the Rose law firm was paid, and also their work records to intfioue who did the work 
to earn the money, because - you sqr she worked two hours. . 

MR. HOVB: I didnt say that I said the only thing that we can a sce r tai n from the records we 
have was that she worked two hours. And let ine femind yoit Senator, that these records are 
disbursed from wherever FSUC had die records, and we did not take possession of those 
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raoocdi wImb FSUC wm doMd dowo. 

SEN. FAOtCLOtN: Art iboM rtoordt itill tvtilablt? 

. . MR. HOVE: I doBlkiiow. 

SEN. FAIRCLOTH: If iht teltftd tfit dit amoiBt of hoiiff ihe worked ~ U 
impottiblt for flM to believt dit tMtd 9iitl«wtiiit tfaiiitt' ttMw (ipX dit signed die 
ameiided return, which was die setdement, the amended complaint, whidi was the setdement 
against Lassisler, at a very ftvorable rato, theii ws turn around and find dial Lassiter's - the 
peraoo with hie power of attomsy is hack in the While House working. 

MR. HOVE: Senator, dw amended complaiiit reduced the complaint fimn 3 J milUon to 1.3 
millioo. Tlie suit - the setdement was sonie sin mondii later. I tel know whether Mrs. 
Clinton had any involvement' allsr that periodoTtiBie in tAblHrihe amended the 
ftom 3.3 [millioo] down to 1.3 [milUon]. 

SEN. FAIRCLOTH: So we have no idea whether Mrs. CUnton made the final setdement 
totally. 


MR. HOVE: I have no idea ftom ow records and what wsTve seen - 

SEN. FAIRCLOTH: And this two-hour thing - te coidd have worked 200 boors. 

MR. HOVE: Whm I havf told you is vdial we have available at the FDIC. 

SEN. FAIRCLOTH: But she could have worked 200 hours on it . 

MR. HOVE: And all fm telling you is that the records diat hm indicate te worked two 
hours. 

(Confins off mtcrophoneL) 

Okay, the only records we have wee due she hilled FSUC fbr only those two houm 
SEN. FAIRCLOIH: Billed who? 

MR.HQVB:F8LIC. (PkenouBM eech'iellar.) 

SEN. FAIRCLOTH: How about gelling the total recoede ftom FSUC nd finding out how 
much te lohi hiB was and whose lime was hilled? Td like to see it Thank you. 

SEN. RIECHA Senator OAmalo? 

SEN. OAMATO: You know. Mr. Hov% I have difficulty you really have trodUe figuring 
out when a claim is initially lodged fitr S3 million and then it is reduced and you Sty. well, 
you know, the law firm or this pertaer - in this case. Mm Cfiaton - only billed itr two 
hours. But the nature of the work was such as to reduce dial lawsuit and the potandal 
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tiability to Mr. Lanitar (sp), who hat a definite relationship with the Clintons. I mean, are 
we really. tpbeUeise you don't understand that? Now, dont give me this two-hour stuff. I 
mean, tN fhcl is that that claim was reduced - the potential of the claim - fiom 3 million 
down to a 1 nilUon some odd, and therefore, a settlement of $200,000 is much more 
• fesuionable hi appearance when the initial - when the suit is only asking for a 1.3 million as 
opposed to 3 millkm. Now, doesn't that make some - 1 mean, do you see why a senator or 
anyone else would make an inquiry and sqr, "Look” - 1 mean, whafs the situation here? Are 
you telling us there was no conflict thm 

MR. HOVE: But, Senator, you're asking FDIC, and FDIC did not have any involvement in 
that suit at that time. 

SEN. D*AMATO: Fm not suggesting that What Fm suggesting to you is that a period of 
time it came under you fo r review . 

And if you look at this - dont keep telling us that FDIC didn't have anything at that time. 
We're not suggesting that you did anything wrong. We're suggesting you take a look at the 
facts, take a look at the record, and you can be a school boy, you cant come to an 
inescapable conclusion that someone was retained to bring the lawsuit that had a relationship 
with the person that diey brou^t a suit to. And as a matter of fact, whedier it was two houii 
or one hour, the determination was made to reduce the claim that might bring die potential 
liability fiom $3 million down to SI million and evmtually setde for $200,000. Now, we 
dont know who was responsible for the setdement But the fact of the matter is that the 
partner who reduced and amended that complaint was Mrs. Clinton. Now thafs obvious. 

Fm not going to spend my time going back and forth with you. Fm going to tell you 
something else, thou^. When we talked about the potential for conflict before, as it related 
to the Madison Guaranty and Mr. Hubbell, I want to refer you to a letter of June 8th, 1989. 
Now, Mr. Hove, you stated dial since the Rose law firm — vAiea I first brought this up to you 
- was suing Frost, it wasn't relevant that Web Hubbell's brother-in-law and father-in-Uw were 
suing Madison. Now, if you take a look at that letter — and Fm going to suggest to you 
that you're wrong, and thafs why you'd better have the IG look at this. June 8th, 1989, and it 
is written to April Breslaw (spX Attorney, Federal Deposit Insurance Corporation. Fm 
reading part of it 

*Mr. Hubbell is the son-in-law of Seth Ward, a Madison insider who was able to obtain a 
judgment ageinal Madison of approximately $447,000.* Now, Fm going to skip the next 
sentence^ go down to — 

"Since die conservatorship, the case has been removed and later remanded back to the State 
Court of Appeals. Alter appeal, a new trial will be sought, whether in state or federal court 
At a minimum* - it goes on to say - "the state judgment will be attacked under various 
special FDIC defenses on its general inappropriateness. Miss Styrahom (ph) has informed me 
that the informal - the informadon contained in the audit files could be damaging to our case, 
especially if a new trial is grwtad." 

It goes on and it concludes: *I offer this information because there appears to be a conflict in 


1362 


X0012S9 

n p mmittrtfm and t of loyiidM. Mr. iMbill nqr or miy not b« abl« to 
coapfomito o«r imerwc iotfiaSodi Waid nuntr." Now, look. Fm not suggestiiig diat at that 
liaodMrfowkaOlif ofit Haro it it. Aad diat^ wliy, if yoo don*t rofar somalhing to Iho 10 
to dariiy wlwdiir or not tfioro was a cooflid; you can*! bo doing iho right thing. And (hr you 
to maintidni "Wall, wa waran*t Iharo at dw tiina; it was at FSUC* or *Miyba dia nil« waia a 
’ liMo vagoa.* I maan, Ibr god sakaa» you had lowly auditon saying, "Wako up, fallaa.* You 
had an auditor in anothar latlar saying itu inpoasiblo to think that haPi not going to tall his 
in*laws whatfs going on. So thafs tha kind of thing that brih^about mayba tha 
that ooa of niy oollaaguas alluded to. 

Mr. Chairman, notwithstanding gist of att rm going to aak that wo ba pannittad to submit 
soma documants for tha raoord that havo baan latumad to ~ 

SEN. fJBOLB: Without o^acd^ so oidacod. . ^ 

SEN. D*AMATO: - so wa cm kaap M ordaily piooaadutg. 

Saooodly, 1 want to say bafofo I conduda that you could not hava baan fairer in making 
availabla this opportunity and acoordmg tha mambars tha opportunity to make thair 
praaMtations a^ to ask diair qoastioos under vaiy difficult drcumstMcas. So I want you to 
know that And I think that I speak for all tha Repiddicans on tha oommittaa in rdadoodilp 
to tha mannar in which you han^ cond u cted this procaading. And ifs not aasy for you, and I 
just want to commend you for your impartialfof. 

And lot ma cpndi^ again. I think Mist wolfointsiaslad in, in this^ is seaing~ and Senator 
Domanid said - diat tha process moves forward without thm bdng intarfarenco, without 
there being a question as to what documents haeva been made availabla to tha appropriate 
people^ what has been taken. Soma of thaaa things have no -I sea Mr. Altman. Ha*s placed 
in a very, vary difficult position, rve said that pdbUdy as wsIL It is a very, vary difficult 
situatioa. And it certainly — it leads to us raisiag tha kinds of quasdons that we have. Butl 
tall you this senator wants to sea that what was supposed to ba done was dona^ that what 
diould bo dona at tha present level is c a rried out in a manner in which everyone can s^f that 
the right thing was donsL And fosn let the chips foO where they may. 

SOb Mr. Chairman, again, thank you for p rovidui g us an oppo r tunfor to put forth our concerns, 
and hopefUly, this wM nmee us a slap doaar to reaolviag this aflianar. Thank you. SEN. 
RIHGUlr Thiadt you very awch. Wdfi give you soaae qnaslioos for dm reeofd, and wePd aak 


END 
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ASSOCIATE COUNSEL TO THE PRESIDENT 

NHITEHATER--SENATE BANKING COMMITTEE HEARING AND 
OTHER RECENT ACTIVITY 
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4« Senator Gran. 

Sanator Gran vas initially pratty aild, nraly urging 
tha Praaidant to nda all infomtion public ao« that tha country 
could nova on to othar iasuaa. 

Zt vaa during Nr. Grants quaationing that Hr. Altnan 
taatifiad about hia noting at tha Nhita Houaa approxintaly 
thraa vaaka bafora tha haaring. Nr. Altnan atatad that tha 
noting vaa procadural only, ralating to tha atatuta of 
linitationa iaaua. Mr. Altnan atatad that ha had raquaatad tha 
noting bacauaa ha had been answering quastiona fron members of 
Congress about tha procedural issues, and thought it only 
appropriate to provide tha san infomtion to tha White House. 


3 
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SKSSTSSSUMT 


Wd 3t8ta Menace 


enMi T m OM mwiii. »«usiMa. ans 
WlAN AiMyNS 



nMtHMmi. M m tMora 


Jaanary 8S, 1994 


Mr. Rogtf Altman 
Praaidaat lataria and 
Chiaf Esaeuthra Oflkar 
Saaoluttan IViut Corporation 
801 17th 8traatN.W. 

Waahingtoa, O.C. 80484 

Doar Altman: 

I am writinf to jron in eenaoetioa wHh tha lattm of Jaattary 11 
1994, to Attomojr Ganaral Jaaat Rano isd yonnalf. atprasaiaf the gravi 
eoacota that I and a anmbor of my eollaaguaa h^ rogordiaf tb 
axpiratioD of tha applieaUa atatntaa of limitationa with roapoet t 
poaaibla wroafdoincatUadlaoB Onaraaty Saviafi aadLoaa (*Maoia«a” 
Wo iirgad that volnatary acraamaata toUac tha atatuta of Uaiitationa b 
aou^ with aU tha ralavaat paitiaa. That lattor addtoaaad tha urgoi 
n§id ftf ^8w**^^ * *t witt r ti ptft to ony ^riblitioiii tho t luy ht* 
oceorrodt iiaci tbo opplkoblo itatalo of Iteilotiooo mojr oi^iro ao oo« 
uMtfthyieM. 

Mora than two woaka hava paaaad aiaea «a raiaad thia vital iaai 
la hia poUie eoouaanta, Spaeial Conaaol Fiaka haa alnady domoaatnt 
hia raeogaitioa oft and aaaaithrity to, tha appUeaUa eriadaal atatutaa 
UcoitotiOBOa 

1 hatva yot to bo vpfiaad of what aotioa, if aay, tha me haa tal 
to anaara that tha aaafirab laelvilatatBta will n at aigira. ThoAaBati 
paoplohavathaii|httokaowifaaywTChad01hf uokpUboiaeoaaao 
withMadlaoa, Itia aaaaUyimportaatthatmri^Kaoftha Amari 
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a 

Hm RTC duald do all ia its powsr to pntoet tfao Aaurieaa 

taspajwr by mskiiic a dsflnitivt iataipretstion of prsdsoly whoa ths dvil 

atatuto of liaaitation will u^iia, and than taka action to voluntarily soak 
acraomantaflrompotantialpartiaatoRTC'initiatad legal actions. Should 
this statuta of limitations run, any findings that the RTC isakea will bi 
maaninglaaa-thara will ba no hiariag a^ tho Am arican poonia will bs 
loft without eon^lata rodraas. 

Mambara of ths Banking Conunittoa staff hava diaeuasad tha n w d 
fyf maaningftil action with ropcosantativM of tha RTC. My stafT wai 
inftimod that tha RTC had net yat mads a final analysis with raapaet tc 
ths axpiratioa of tha atatuto of limitatioa. They ware also infbnaad tha* 
no raaponaa was imaediataly availaUo, nuira Uian two woaka after thii 
iaaua was raisad-tbia ia incooesivabla and unaecaptabla. 

Ia light of tha BTC’s Ibilnra to raapond to thsio eoneama Ibr ovk 
two woaka, I am co mpa ll ad to writs again to aaesttaia what action, thi 
RTC hu takoa. so that I may conaiw altamata avanuoa that I eat 
punua ia erdav to jmtaet tha iatarast of tha AmotleaB paepla witl 
raapoet u this matter. I can aaa noraasoa for fkirthar delay on your part 
Fwasa pravida ma with your eonduaioao u to tha applieatien of tin 
ralavaat atatuto of liadtatloas with roapaet to tha Madison situatio! 
immadiataly. 


AMlhda 


Staoarahr, 




AUbnaa M. ITAmato 
RaakiBtRapublleaa 
OaMta tUwWwg Commlttoa 


1369 





Mr. R 09 «r C. Altaan 
Intttria CIO 

R•■oXtttion Trust Corporation 
•01 17th stroot, Ml 
Washington, DC 20434 

Osar Mr. Altaant 

Z ai in rocoipt of your Fobruary l, 1994 rosponso to tho lott^ 
initiatsd by Sonata Kapublican loadorship eonoaming Madison 
Savings and Loan and Z as plaasad to loam that tha PTC "will 
vigorously pursua all appropriata rasadias” with ragard to 
Madison's failura. Zt saass salf-apparant that in ordar for tha 
RTC to pursuo vigorously all rasadias it lust hava all ralavant \ ^ 
inforsation at its disposal. Accordingly, Z urga tha RTC to saak 1*^ 
and raviav all Mhitawatar Davalopsant Corporation doeusants turnad I 
ovar by tha Whita Bousa to tha JUstica Oapartsant. 

Zn its invastigation of Madison, tha Minority has uncovorad links 
batvaan Madison and Whitavatar, sosa of which say hava eontributad 
to tha thrift's failura. Not only did Janas and Susan McOougal 
hold significant ownarship intarast in both antitias (approxisataly 
tvo thirds in Madison and ona half in Whitawatar), but tha othar 
joint ovnars of Whitawatar (Bill and Hillary Clinton) appaar to 
hava banafitad diraotly and indiractly fros tha application of 
Madison rasourcas. (Saa tha attachad saso.] 

Zf tha Whits MOttsa choosas to usa tha Justica Oapartsant to shiald 
Whitavatar doeusants not only fros tha public and Congrass, but 
fros othar govamsant agancias, such as tha RTC, i^ioh hava 
logitisats public lav anforcasant rasponsibilitias, it is hard to \u>^ 
baliava a rasponsibla rasolution of tha issuas involvad can ba sada i 
by ragulatory author itias. 

Z hava high ragard for your parsonal intagrity, but as you know, 
fros tha baginning, it has baan an awkward situation to hava a 
prasidantially appointad and confimad offiear of tha Traasury 
Oapartsant also haad an indapandant fadaral aganey, tha Rasolution 
Trust Corporation (RTC) . Whan this prospact was first suggastsd at 
tha bagiiming of tha Clinton Adsinistration, it did 
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Nr. Rogar C. Altaian 
Paga 2 

Fabruary 3« 1994 


not atriXa tha Minority aa ovarly unraasonabla for a month or two 
givan tha fact that no RTC haad had baan aalactad. 

Hovavar, it haa baan over a year ainca tha Adminiatration haa baan 
in office and it can only be dascribad aa structurally unseemly for 
a political appointee of an Executive branch department to make 
what are in affect, law enforcement daciaiona for an independent 
federal agency aa they may touch upon the Preaident. 

Accordingly, I would urge that you requeat from the Department of 
Treaaury'a General counael and Ethica Office advice aa to whether 
you, aa interim CEO of the RTC, are obligated to recuae yourael f 
from an y daciaiona concerning the ^eaoiutlon of Madison Guaranty. 
Just SI tHl special Counsel law was designed tO relieve tSe 
Attorney General from an ethical dilemma of being both chief law 
enforcement officer for the nation and chief legal advisor to the 
Preaident in circumatancea when the Preaident or a high level 
Adminiatration officer is the subject of investigation, so it would 
appear ethically questionable for a political appointee of the 
i jt^rtment of Treasury to make deciaiona for an independent federa T 
agency wnen tne preaident nay be implicated . in enforcement and 
c jvl 1 action s . ' " — — ^ ^ 

Xn this regard, it should be clear that the issue is not whether a 

? residential ly appointed official can oversee an investigation 
nvolving the President. Rather the issue is that officials with 
this responsibility should be confirmed for the job with that 
particular accountability. As you will recall it was a political 
appointee confirmed by the Senate that issued a cease and desist 
order for engaging in conflicts of interest against the son of a 
former President. 

As you Icnow, despite your strong letter to the Chairman of the 
House Banking coind.ttee recommending against extension. Congress 
last year extended the statute of limitations for civil lawsuits 
brought against SAL wrongdoers. As you pointed out in your most 
recent letter# this extension **has afforded the RTC an opportunity 
to investigate further any civil claims %rhich may be asserted 
against individuals or entities associated with Madison Guaranty 
for fraud, intentional misconduct resulting in unjust enrichment, 
or intentional misconduct resulting in substantial loss to the 
institution.** Given, however, the impending running of the statute 
of limitations for certain kinds of actions, time is clearly of the 
essence for the RTC to make judgments about civil accountability in 
the failure of Madison. 


Finally, I would like to reiterate my reguest, pursuant to Rules X 
and XX of the House Rules for all documents related to Madison 
Guaranty Savings and I«oan, Little Rock, Arkansas. As you know. 
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Nr. Rog«r C. Altaan 
Pag« 3 . 

February 3# 1994 


oh Doeoabor 9, 1993, X vroto tho RTC roquooting accoso to all 
docuMiita ralatad to Nadiaon Guaranty and ita aubaidiariaa. 

Houaa and COBnittaa Rulaa, Houaa practicaa, and judicial pracadant 
aupport tha propoaition that tha Ranking Minority Maabar ia tha 
functional countarpart to tha Chairhan for consittaa action. This 
being tha caaa, a raquaat for docuaants aada by tha Ranking 
Minority Maabar haa parallel atanding with a raquaat aada by tha 
Chairaan of tha Coaaittaa. Tha Ranking Minority Maabar claarly haa 
a voica in tha proeaaa and ia antitlad to inforaation that will 
anabla tha Ranking Minority Maabar to carry out hia 
constitutionally aandatad oversight rasponsibilitias. 

Tharafora. tha courtaav of a dafinitiva raolv to this docuaant 
raquaat i a raquasraa by li noon. Monaay. Fabruary i, 1994 . On thia 
aattar, it ia urgid tnat ~ yw r alao conault with tha E t hica Office aa 
to tha ralavanca of tha pravioualy diacuaaad racuaal iasua. 

Again, let aa stress that to tha dagraa a conflict situation aay 
exist in this matter in no way reflects on your personal integrity. 
It is siaply an avkvard circumstance in contrast to a personal 
aabar rassmant • 


Sincerely, 

A. LEXCB 

Ranhang Maabar 


JAL:gp 

Enelosura 
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TO: Congrttssaan Laach 

FROM: Banking Minority Staff 

REt Madiaon Guaranty (• **Nadi8on**) 

Zn raviawing doouaanta ralatad to Madison in tha possassion of 
Minority Banking » va hava eoaa across aatarial which nay indicata 
diraot payaant of a loan of Bill Clinton's hy Madison through a 
subsidiary. 

Sinea tha Minority's invastlgation is concarnad with tha possibla 
nisusa of fadarally insurad funds to assist Hhitavatar and/or tha 
fomar Govarnor, wa thought wa should shara tha following 
infomation with you. 

smacaRY 

Basad on doeunantary avidanca availabla to tha Minority, it 
appaars that Madison Marketing sarvad, in at least one instance, 
as a conduit of funds from Madison Guaranty to Whitewater and 
Governor Clinton. If this is correct, it would appear that 
insurad funds fron tha failed Madison Guaranty ware diverted and 
directly banafittad tha Govamor and his invastnant in 
Whitewater, a claia Clinton had denied. 

OOeOMBlITATZOM 

* In 1983, Bill Clinton obtained a loan fron Security Bank of 
Paragould, Arkansas for approxiaataly $20,8d0 (loan #979- 
585, Bill Clinton). Tha nonay fron this loan was used to 
pay off tha raaaining balance of a loan at Madison Bank and 
Trust of Kingston, Arkansas that was provided for tha 
purpose of constructing a modular hone on lot #13 at 
Whitewater Estates. Tha loan at Madison Bank was provided 
in 1980 to Hillary Clinton in tha amount of $30,000. 

• On Vovambar 8 , 1985, Janas McDougal sent a latter 
aeeompaniad by a check to Charles Caa^ball, Vice President 
of security Bank of Paragould, for $7,322.43. Tha latter 
from McDougal states that tha check is principal and 
interest payment on "Note #957-589, Bill Clinton.” (Note: 

It appears that the loan number is a typographical error 
with tha superimposing of numbers 5 and 7 in tha first three 
digits.] 
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* Tte ch«ck HeDougal •ncIos«d with his Isttsr to Hr. Csapbsll 
is s Whitswmtsr Dsvslopssnt Corporstien chock dstod Kovoabor 
7f 19f9« Xhs losn nuBbor roCoroncoa on ttio bobo portion of 
ths chock is ”Noto #979-989 

* According to tho chock Isdgors for tho Whltsvstor 

OovolopBont Corporation (WDC), tho corporation's chocking 
account had tho following balancos: 8189.90 on 10-10-89; 

andf 813 .89 on 10-91-89. Kowovor, in ordor to oevor tho 
psyBont of 87,322.42 on tho Clinton losn, s deposit is 
rocordod on Novoabor 8, 1989 in tho saount of 87,900.00« 

Tho deposit is listed as coaing froB "Madison Marketing." 

* A I9i6 Podoral Hobs Loan Bank Board axaa gives the 
iaprosslon that Madison Marketing was largely a shaa 
corporation used to divert federally insured resources to 
insiders. Ths escas notes that "Until 1988, Busan NcDougal 
owned Madison Marketing." The report also states the 
following t 

"Madison Marketing is paid for doing all the general 
advertising for Madison Ouaranty and most of the 
advertising for Madison Pinancial's land developBent 
prelects. All of Madison Marketing's business is 
derived fros Madison Guaranty or its subsidiaries. 

Since 1983 these payaents total 8i#S32,000." 

"divan the evidence of Madison Marketing's invoices, it 
is questionable how auch of these advertising services 
are actually perforaed by the firm. The actual work 
ft* appears to be perforaed by others. Zt would appear 
that Madison Guaranty could have an eaployee perfora 
sisilar work for Bueh less aoney." 

"Nr. Lathes (an officer of Madison] stated that Madison 
Marketing aade no paysents to any stockholders. This 
statesent is false. As part of a test for ouch 
payBents, the escaainera discovered two reaittances froa 
Nedisoii Marketing to Susan NcDougal (a large 
stockholder of Madison] which total 890,000. This was 
a test# and there say be additional paysents." 


Given the above oirouastances, it would ai^ear that federally 
insured deposits (i.e., funds froa Madison Guaranty through 
Madison Marketing) , which, with the later failure of Nadisofi 
becaae, in effect, taxpayer obligations, were transferred for the 
direct personal benefit of the foraer Governor. 

The above payaent also raises the question of whether lihitsmter 
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was traatad aa an affiliata or ralatad intaraat of Madison 
Guaranty and tharafora subjact to conflict of intaraat statutaa, 
froB a lagal parspactiva, it could ba arguad that tha Mcoougala' 
controllina intaraat in Madison Guaranty and thair substantial 
ownarship intaraat in Mhitawater uuuld qualify Whitawator as an 
"affiliata* of Madison Guaranty. Svan if Whitawatar is not 
conaidarad a subsidiary, ralatad intaraat, or affiliata of 
Madison Guaranty, such an axtansion of funds to a prasumably 
"unaff iliatad" antity would ba vary unusual and suspact. 

Xt has boon publicly rsportad, with raspact to this loan 
rapaynant, that both Whitavatar and tha Clintons took a tax 
daduction ralatad to intarast paid on tha sana loan — which tha 
Clintons latar racognizad as ispropar doubla daduction aftar an 
articla ran in tha Maw York Timas . What raaains unclaar is tha 
largar quastion of whathar tha funds providad by Madison to 
raduca tha Clinton's liability vara propar or proparly raportad 
as Incoaa for incoma tax purposas. 

As you know, wa hava racaivad broad hints from within tha RTC 
that tha agancy has had undar raviav nonay transfars from Madison 
to Whitavatar. Wa will not icnov whathar this typa of activity 
was nor a parvasiva and part of a largar pattarn unlass, and 
until, tha agancy provides us tha documents wa hava revested • 

If Madison providad any direct or indirect assistance to 
Whitavatar, prasunably half tha value of such would redound to 
tha advantage of each of tha half owners. In any regard, tha 
above money transfer underscores that than Governor Clinton had 
personal liabilitias reduced by a payment from Madison. Such 
payment presumably carries ethical as wall as tax implications 
and is part and parcel of tha $47 to $60 million astimatad 
taxpayer loss at Madison. 

Attachments 
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P.O. jO 170 PARAQOULO. APKAN8A8 724S0 
S0M3MS71 

ScptMbtr 30, 1913 


Govvnior Bill aiaten 
1100 CmMT 
UtCl« Rsck. AR 7220S 

Otir Gawxnor aiacon: 


EBCloscd is t capf of our chock #12677 ia tilt amit of 
I20J00.00 rtprtsoACiaf tilt procttds of your not#. Iht 
orifl^ was aailoA to: MtOisoa Bank I Trutt» Xlagston, 




Oiorlos 0. CoipbtU 
Vico Prtsidonc 



L Cask j Itast 


2 va- 


NOT NEGOTIABLE 


■:osii loos Hi: 27js»asii> 
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JIM McOOUGAL 

P. 0. Box 1S83 
Lleelo Rock, Arkansas 72203 
Kovonboc 8, 1983 

Mr. Charles 0. Caopball 
Vlea Praaldane 
Saeuriey Bank 
?. 0. Bex 670 
Paragould, Arkansas 72430 

Ra: Note *937-383, Bill Cliaeon 

Osar Mr. Caapball: 

Enclosed la a White Water Oevelepaent Corporation check 
Cor 17,322.42, represenelns principal payment of 83,000 
and Interest payment of 82,322.42, on the above note. 

Thank you for your attention to this natter. 

Sincerely, 

Jis McOougal 

JM/ss 
Ene 
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JollA UilMS At All (tlAVAAt tiMA cn« AfttiAfnc i »4 

CBiil ClAAAtiVA Offietr A| MaAIAAA GttArAAty am a MMr of ;:t 
MAM AC OifAAtArAl am a AiMAf M tAA MArC Of OUiCtAff «M CAA 
•AAfAtOry of ACC. 

A. SuOAA AaOaiiAAI «AA At All tAlAVAAt ClAAA «1 Ia AC Mott A. 
NA0AAfAl» AAA AO f of tAA tAAfA AC OltACtACA At AMIoaa Giiortflfty. 
CfAAtAAAt Of fUAiton Aool tOtOtA* A AlvlAlAA Af ATC. oM CtOOiAOfit. 
•C UMIAAA AAftOtlAf* A AAtOlAA ftAOiAAf tA AMIOAA CAAtOnty OAA 


A. AMIoaa AaaI UtAtA aM A CAAI AAtAtA AfAAArofA OporAt&OA 
am ofAtAtM Ay A M Ioaa riAAMUl «UA Ua AtiAAiool Arooor 


1C. AMlAAA AAfAAtiAi «AA AA A«VAttlilAf iff tty tltAufA 
oAIaA MMIMA flAAMUl AM AMICAA AHACAAty ptfCAAOM All Af Itf 
oCoACtiAlaC for itCAlC CM M'C Ctil CCtCtA CAtAlopAAOtA. 

II. Jla. OAVU AM tui lAAlCy |«llAltf IfAtMtAM AAfA tool 
OAUtA AfCAtA AA4/AC iAfClAfAtC M AMlAAA lAAl lAUtA» «A# OAl4 
AfApAVCy AM CAAAiVM CiiittAtUI AMUCIAAA AAA/AC AAAAlOfMAt 


IS. rCAAC A eiMAAy fAffACtM tA. CACAA AA 
aaAUAA M AAAIAAA CAACAAty AM lU AAAAAUCitM CliAAiAlAfy . 
AaAIAAA fiAAAAUl fAt tAA yCAfC IMA AM ICM. 

U. JAAAA §• AUaM at All CAlAfait tlMA VAA tAA AMlt aM 
AAAAAAtiat pAftAAf tl fCAAt A CMMAf U CAACfA aC tAA lUAitAA 
AAAraaty aMlt. 

14. fAiAffAl IMA LAAA AOlA IAAM lA AM CrlAAfy 

CAAACAI fAAAUtAf AC AACIACA AAACAACf • MUA AAA AAOtAiCAt of tAA 
MCACAl lAAA UAA AAAA AC AAUAA «A1AA> AAA CitAtt AttfAtviAACy 
rAAfMAlAillty fAt AAAIAAA iMCAAtf . 

tw 


IS. fiU AAtlAA AflAAA CCAA MAAt A CtMAAy*A itCAAA AC UA 
Aotf AM AACAABAAt tA ftAOUA ffMCAAlAAAl MMlAAA lA tAot (Al 
4ACAA4AAt ffAAt A CAflpAAy OioUtM OCAACAlly AACCftM AMUlRf 
CtAACAfCA (*AAAS*) lA AAOAAAtlAA VitA lU A«41tA oC. oM opiaiofio 
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..jMMovton PC uncloturt or Iteltfo X001 279 

This decumttnt is tht property of the Federal llo«t Loan Bank Board and it Cur* 
nitktd 10 tilt initltutlofi for its confldtotlal ust. Under no elreuattances 
shall tho Institution, or tny of ita dlraetora, oCflctrs, or asiploytts, dis- 
elosa or mak« this doeuaiont or any portion of it public in any manner. 

If a subpoena or OCbor Itpal process is reeaivad calllna for production of this 
document t the Uistrl:t Director - F.naminatloot should he notified inmediately. 

Tht attorney at whoat Instance the process was Issued, and, if necessary, the 
court which issued the process, should be advised of the above prohibition, 
and referred to fart of the General Resulatlons of the federal Home Loan 

Hank Board. 


niteciocs, in Uterine with their cesponaibiluies. should review Uti, t 9 oott 
ihoco«ip,hly • Tills lepott should not he considered an audit report. 
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Siffikh* CMitoiMf p»i4 ¥y MUm rinanciol io 
jliUk tltnidc^MCly OorUto oil of lie kmliiott (too 
HimmUI. 

Many of thm toUt, which chcio eomlccUiic. wcic lo 

NcOott!|Al-llcnt#y oroww atwhcrc who cro actln« •• ctrow buyorc. Hcdlcon 
jCocrcAty ccccmlclly tokol*»o4 the cicko of owotrchlf* on ihctc 
trcncoctlont hocouco U Cully flnoocoO ihoio ccicc UcluOInn ebu each 
•oloi cocMlcclonc. Thuf. »c4laon Cucreniy'a oooUloo OoccrlorcKtd 
boccuco tl KticinoO the ocno owotichlp cickt «• boforot bot ye 10 eacn 
fooc CO ihoto toOUlOufllc. to cOOUlon, foot pnU tbcouRh McOlson 
Root Cctaco wore ucoO at 4own payaanto lo coao of Cho ccraw land 
purchaca* to an appacanc actaapc lo Olifolaa lOOt CunOloo of lha 
P^chaaa by HaOlfoo Cuarancy and Ut •obaUlarUa. 

ticDoufal and lachan oiled ao AortI 24» lltS, latlof troo a 
* Kadat a l/lf>wa Loan Pawh of Oallao Supacvtaocy Agtnl aa pacoifolon to 
pay aarata aaira ceooloalona to Madlaoo kaal lotota. Nowovtc* 

thi.f lactac In paic. aaka chat tha loacd of Dlttccoii roalaw 
Insuranea RaRiilacie^i 5M.I which lo eicad aboao io ihlt coooonl. 


h 


2. Mod loon Hat hat inn 


Hadiaon Machacing la paid Car daing all tha gaootal advorlioing Car 
Madiaen Cuavancy and oaac of cha adaarcialot fhr Madlaon Financial' o 
land dawolopoanc prajacto. All af Nadlaao Matkaiiog't buainato la 
dariwnti ftao Maditan Guaranty ar ita aubaidlariaa. Sinca 11t3 thaaa 
paynanco meal Sl,S32.mM). Until rabruary I9f0« Soaan NeOougal avnad 
Nadiattn^ Marhalinn. During a portiao oC thia tl«a» it waa a car- 
par at Ian which waa inoarporaiad by Liaa Aooopaught rapartodly a claaa 
friend of Snaao NeOougal. 


( 


Mr. Lttha« atatad chat altar February 198b. Naditoo Narkallnt bacaoa 
an anricy **d/b/a (doing buainaai aa)** for Nadlaao Floanoial and caaacd 
la bo a oarooration. Nouaaar, it ia not raglatatad aa a ”d/b/a** in 
tha County rncoido. Alao, ita* chaohiog account haa naaar bean 
racordad an tho booha of Hadiaon Financial. 


Givaii tho aaldanca aC Hadiaan Mackaiing'o inaaicaa. U la gwaatlanaaic 
haw such of thaaa adaarcioing aarvicaa are actually parfocnad by lha 
fira. lha actual week aC adacrtlaing, ouch aa tha daaign and 
pradueclan of cooMereiala and pcaviding air liua or nawapapar apaca, 
appear a ir be perfarued by nihaca. Hadiaon Marketing apparently juat 
paya iiie bllla of other nrouldata and adda a 198 fee of Ita awn. 
Caauinaia catiMtad ihia fee to be approaioataly 1200,08a ainca 1981. 

It would appear that Hadiaon Guaranty could haua an anplayta parCacu 
alnilar work Cor ouch laaa uoney. 

V I Hr. i.athan atatad that Hadiaon Harkating node no payneata to an^ 

' I •mekhnldera. Ihia atataiM*nt io falae. Aa a part af a tatt (or luch ’ ] 
1 paynaiito, tha csariinara dlacauarcd two ra«ittancaa (raci Nndiaon f 
I Marketing to Suaan NeOougal which total ISO.OOO. Ihia waa a tatt. and •' 
I chcra.nay be additional aaynanta. 

1« Paaicnar'a ffunactucriow 

I 
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Otsiintc't Cufitt fiction performs construct Ion on som« of the Un4 

«erel..,^nj pcojeets e«.| on some of the psopecty eecuclnt MoHUon 
Geesnntr loent. In 19S5 end to date in I98d« <281, QQO mat paid for 
motk nor formed f«r Madison CMoranty and let tuba id Ur let* The amotifiL 
of lo^ proceed<i paid to Oetlener't Conttcuctlon on work for third 
focty ootrotiect it onknown. OetlgnecU Conttcuctlon iippeait to be a 
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CONSIDERATION OF PUBLIC AND REGULATORY POLICY 
Mr. D' AMATO. Mr. Pruridoiit^, today aight nonbors of tho 
Sofiato Banking Coamittoo hava sant a lattar to Chairaan Ralgla, 
a lattar which I am not only going to road# but aak it ba 
printad in tha Raeord. 

I ask unaniaouB conaant that that lattar ba printad in tha 
Raeord. 
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Mr. O'AMATO. Mr. President, l«t mm tmll you why tho oight 
Ropublicono on tho Bonking Comllttoo took thin oxtroordinory 
oetion. 

wo have on two proviouo oeeoolono, January 11 and January 
as, roquoatad that tho RTC — that iB tho body rooponaiblo -- 
toll uo whon tho statuto of lioitationa^ oxplroo on civil actions 
against Madison, and wo havo roeoivod nothing but ohoeklng 
dolays and still no official rosponso to our roquast for 
inforMtion. 

Tho first lottor was datod January 11; tho last ono January 
as. My staff has boon in constant contact and, indood, wo woro 
prooiood a rosponso as rocontly as yostorday. 
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JDL2830 JDL/ty Mathtwt/D'Anato 3 p.n. 300 

Kb of this •ftorneon, w« atill hav« no rooponoo fron tho 
RTC. Wo still havo not loarnod whon tho otatuto of linitations 
runs out on Madison and Whitowator. what wo havo horo is 
shocking inaction. Now wo loam -- and wo wero told this only 
by tolophoiie, and it was supposodly going to bo confirmod by 
lottor to US tho day boforo yostorday# and than it was prooisod 
to us yostorday, and than it was proaisod to us today — that 
tho civil action could possibly oxpiro as soon as Fobruary 28 . 
It appoars that littlo, if anything, is boing dona to protoct 
tho taxpayors and to punish tho vrongdoors« or an attompt to 
bring about a rocovory of monoys that woro lost by tho 
taxpayors. 
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OurlA9 this critical period, valuable tlee has been lest, 

’ X001286 

and this Mat atop. Mr. Praaidant, tna clock la ticking. Tho 
atatuta of linitationa ia running out. And X hava to auggaat to 
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you that thla is a coverup whan the RTC dollborataly rafusea to 
tall us whan tha statuta of limitations is running out. 

NOW, thay hava had this matter for a number of yaars. 

Thera has baen intansa intarest and scrutiny, and if thair 
attorneys are doing anything, I cannot believe that they could . 
not tall us within tha last 2 weeks when tha statute of 
limitations on civil liability runs out. And when they do that, 
justice is denied. Indeed, if it is February 28, we have a 
right to know. If it is March, we hava a right to know. If it 
is August, we have a right to know, we also hava a right to 
know what, if anything, is being done. 

That brings me to the second part of my statamant. We 
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wrote a letter to Chairman Rlegle. Once before, we requested 

X001288 

tha Banking Committaa conduct hoarlnga. Now, aineo wo havo 
made that request, I must point out special counsel has been 
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appointod, but spacial counaal im going to look only Into thoaa 
areas as it relates to criminal matters^ and therefore that 
civil action with the statute tolling la not a matter that 
special counsel is reviewing. If the RTC continues to conduct 
itself in the manner it has^ what we are going to face is a 
situation where the statute of limitation has run out, there 
will be no tolling of the statute by way of agreements entered 
into and is done regularly where there is a question of possible 
lawsuits or violations. Therefore, the people are going to be 
denied the truth and taxpayers are going to be denied the 
ability to recover any moneys to which they might be entitled. 

It was that which pson^ted all of the mesdbers on* the Republican 
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aids to join in this lottar to Chairman Riaglo. 

X001290 

XfOt mo raad It to you: 


Daar Hr. Chairman: Notwithstanding ths rsesnt 
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•ppolntmont of a apodal counsol to invoatigato potential 
criminal %#rongdoin9 connection with Madison Guaranty, a 
failed savings and loan, the constitutional responsibility of 
Congress to consider the serious questions of public and 
regulatory policy raised by this controversy remains. 

Last December Senator D' Amato requested committee 
action with respect to this issue. In the intervening time, 
numerous questions that fall within our committee's legislative 
and oversight jurisdiction have gone unanswered. A review of 
the limited information that is publicly available indicates a 
variety of germane issues that command the committee's 
attention, wo believe that the Banking Committee would be 
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derelict In its duty If it doea not address Inportent Issues 

X001292 

such «s: 

Is ths RTC continuing its invsstigations into Madison 
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and what is tha status of any such invostigstion? 

Mr. Prasldant, that is a very simple, forthright request. 

We do not get any answers from the rtc. Certainly the congress 
of the United States has an obligation to ascertain this kind of 
information. The letter goes on: 

How is it that the RTC was able to prepare criminal 
referrals as early as October 1992 but is unable to follow-up 
with, a civil proceeding? 

President, that is a rather shocking situation. 
Criminally, they have moved ahead, but as it relates to the 
civil action, they cannot even tell us when the statute of 
limitations runs out. They tell us on the telephone that it may 
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February 28. They tell us that they are going to answer in 
writing but we have no answer. The letter goes on further t 

- - X001294 

Will th« OTC eeivl«t« any evxrmt InvaBtlgatlons prior 
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to tno •xplration of those statutes of limitations one month 
from now? 

Did the RTC act as quickly and effectively as possible 
to ensure that the Madison bail*out cost the taxpayers as little 
as possible? 

Certainly that is well within the purview of the Congress 
of the United States and the Banking Committee to ascertain. 
Should we wait until the statute of limitations runs out and 
then have a moot and academic question? Is that what this is 
about? Is that net called a coveriip? I suggest it is. Let me 
go on. 


Did the principal shareholders or ofSicers of Madison 
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diraet Madison rosourcoa into any other business ventures in 
which they were involved? X 0 0 1 296 

What caused the breakdown of the FDXC's procedures for 
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detscting and addraasing eonflieta af intaraat whan tha Rosa law 
flrsi was ratainsd to sus Frost and Co.? 

Why did tha roic agraa to sattla its $€0 millen casa 
against Frost and Co. for $1 aillion# an anount that Is 
allogedly loss than tht Unit of tho firm's malpractlca 
Insuranca covaraga? 

! That crlos out for an answor# and an answor now, not after 
tho .statute of limitations runs. 

Mr. President, the clock is ticking. And there are those 
who, it appaars to me, would like that clock to tick right on 
past and the American people be lulled to sleep and the Congress 
to be lulled to sleep. 
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Thia Conaittaa haa a solid and proud racord of 

X001298 

Addrsasing concarna relating to the aefoty and aoundneea of 
Inaured depoaitory instltutiona . We believe the Committee has 
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-roll ' 


th« ducy to roviow thoroughly thooo and othor rolovant issuos 
and to obtain inforaatlon that will bo uaaful as tho Conmlttaa 
continuss to consider now is^islatlvs initiativas and to improva 
tha axistlng lagislativs frasawork to ansura tha protection of 
depositors and taxpayers. 

In light of this, pursuant to rule 26.3 of tha 
Standing Rules of tha Senate, we request that you convana a 
spaeial Beeting of the Senate Comittee on Banking, Housing, and 
Urban Affairs to enable the full CoMittee to consider 
appropriate Comeittaa action in connection with Madison. We 
believe the Cosotittee must exercise its jurisdiction and examine 
the circuswtances and avanta surrounding Madison's operations 
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and fallura. 
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Th« l«tt«r is slgnsd by mysslf as ranking maibar, Sanator 
GrsM# Senator Mack, Sana tor Bannett, Sanator Roth, sanator 
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Sond, d«n«ter Falrelothr and Sanator l>o«aniel. 

Hr. Prasidant, lat ma concluda by saying that this mattar 

\ , 

is not going to go away. Lat aa aay that tha clock is ticking. 
Mara wa ara, tha and of January, and wa ara talking about 
possibly 28 days ramaining to find out the answers to these 
perplexing problaas. Wa understand why it is and how it is that 
soma may be afraid to taka up this question, but z have to tell, 
you that wa have a responsibility of seeking tha truth. This 
Senator nor any of my colleagues who joined in this latter make 
no charges of wrongdoing, but X do suggest that tha RTC has an 
obligation to be responsive not only to tha Congress but to tha 
people of the United States. To date, %ie are talking about 
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hundred! ot billions o< dollars that havo boon lost. Now ws are 

X001302 

talking about a situation whoso an institution has boon bilked 
of allllons and nllllons of dollars, and I say bilked because we 
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find p«oplo who borrowed huge sums of money who paid back none. 
We find corporations again involved in malpractice and raise 
real questions as to why it was that only a partial settlement 
would appear to have been obtained. 

We have a situation where the statute of limitations is 
running out, and as of February 29, if the RTC is correct in 
their telephone conversations with me# the statute may bring to 
an end any claims that the American taxpayers may justifiably 
have. Then we hide this in the shroud that the statute has run. 
That is net good enough# Mr. President. Z hope we would not be 
part and parcel by our silence and by our acquiescence of 
loaning ourselves to, yes# what amounts at the present time to a 
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eovvrup and somathlng to which tho Aaoclcan poopi* ontltlod, 
which ic the truth. X 001 304 

Mr. President, I yield the floor. 
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Mr. D'AMATO. Mr. Pr«sid«nt^ X comrnd Senator Nicklas, my 
collaagua, fpr putting forth a nuabor of quostiona that X think 
tho Amor lean paoplo havo a right to know. 

Lot mo add that in our attoapt to aocortain ovon tho 
slmploot chlnga, and it mmmmm ludicreua to mo that tho 
Roaolution Truat Corporation could not toll ua whon tho atatuto 
of linitationa runa out — incrodiblo. Lot mo aay unboliovablo. 
Lot M go furthor and aay it ia not worthy of boliof that aftor 
all thia tiM thoy cannot aay that tho atatuto of limitationa 
*eivilly on aetiona that night bo brought' againat Whitowator or • 
againat thoao pooplo who may havo boon prineipalo or othora io 
X# Z poriod of tino. 


1409 


Do you nMn to toll OM that la how you conduct 




You do not ovon look to ooo whon an action may or may not bo 
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cap«bl« of boing brought? 

Thon, agbln, whon g«t back 2 watkt latar, thay begin to 
auggast and play ganaa and aay, wall, wa think it may ba 
Fabruary 28. Va ara not aura. Wa ara going to aand you a 
latter. One. day goaa by. two daya go by. Now wa will ba in 
the month of Fabruary whan wa coma back hare. And what happana 
whan wa aak for documanta? Wa ara told the Privacy Act 
precludes documents that a Congraaaman or Senator or his staff 
might want accaas to. 

That is why it is absolutely impar#tlva that wa have the 
senate Banking Committee review these documanta so that it takas 
it out of that area in which a privilege is assarted. Wa do net 
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want anybody to braak tha law. wa do not want tha Privacy Act 


to bo brokan, and only a eoMlttaa has ths right to rsvlsw thtss 


doenaonts. 
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I can assure this body that this Senator does not intend to 
remain silent, that when we reconvene Tuesday I will come back 
to the floor to bring this up with some more explicit 
information, and hopefully, we will have an answer by the RTC by 
that time. 1 say. hopefully, but I do not believe it. 

When 1 get that letter telling me exactly when the statute 
of limitations runs out, then Z will believe it because we have 
to use the vernacular or language that is not used in this 
Chamber* We have not been dealt with squarely. We have been 
given the bum's rush. And Z do not intend to sit. by and allow 
this to take place. 

Zt does not take mere than 2 weeks. Again, our first 
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xdccer wenc ouc January ana nere we are tne end ot January. 

our sucond Inquiry by w«y of lottor woo Janudry 35. In tha 
intarla wo had numarous phono convoraottono with ataffa, 

X001310 



1414 


r 



^ 001 37 -j 


personal visits with RTC staffsrs. 

This Is bsing stonswallsd, and tha clock is ticking, tlma 
is running. So now wa hava mayba 30 days aftar wa got ovac this 
waakand. Oh, by tha way, wa hava tha Praaldant's holiday. Wiat 
takas us ahothar 10 days. Wa nay Just about cona back on tha 
28th. And at that point somaona will says Oh, my gosh, why did 
not you tall us baforal Tha tlma has run. Tha clock is 
ticking. It la too lata. 

wa ara sarving notlca that wa want paopla to know that tha 
clock Is ticking and that tha tlma la running out and tha 
Amarican paopla ara antltlad to answara. 

X yiald tha floor. 
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quorun. 
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Th« PRESIDIMG OFFICER. Th« cl*tk will call tha rail. 
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ZMFORTANT ISSUES BAZSED 
y , ''‘ BY IfHZTSHATn ZMVSSTZGAZIOK 

/ , ‘ 

* jir sprn^€»tfr=^9WBSS9»mma$^^9 

[/ [)/ ^ • ^.. 

Mr./Mudaiirf*rcsidcnt, I rise today concerning a matter known 

as Whitewater •• a 230 acre development in the Ozark Mountains of 
Arkansas that was partially owned by Bill and Hillaty Clinton fixwn 
1978 until just after his election as President 


They sold their interest to James McDougal, their panner in 
Whitewater and fonner owner of MatUson Guaranty, a failed savings 
and loan institution, and they reported a Sl,000 capital gains on their 
1992 tax returns. But since Novembw. there ha.s been intense media 
coverage of the web of relationships, and questionable actions which 
raise several serious t«uc s that poin/ to the need for congressional 

hearings* 


i 
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As most of my colleague;: know, congressional hearings 
concurrent with investigations by a special counsel arc not without 
precedent. We all remember the Iran-Contra independent counsel 
and the joint commiiree of Congress which concurrently held 
hearings. 

Let me state at the outset that the President, both directly and 
through his spokc.smen. have repeatedly denied any wrongdoing. 

And I hope for their sake, and for the sake of the Presidency and our 
nation, that they are right. 

But Mr./MaddJi President, several newspapers with national 
reputations for accuracy and credibility, including the New York 
Times, Wall Street Journal, Los Angeles 'l imes. Chicago Tribune, the 
Associated Press, Washington Post and the Washington Times, have 
published scores of repons on this matter. Several reports strongly 
suggest that procedures and rules were not followed, and yes. that 
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laws were broken that resulted in millions of taxpayers’ dollars being, 
lost. Based on published repons, here are some of the serious issues 
ihat arc being rai.^cd that I believe merit Congressional hearings: 

Number one: The .New Yortc Times reported on March 8. 1992 
that Hill and Hillary Clinton’s 50-percent stake In Wlutcwater was 
the result of, quote, "little money " being invested by them. Does 
this constitute a gift to Bill Clinton, who was then Arkansas’s 
Attorney General, it’s top law enforcement officer, and a candidate 
for governor? 

This question is important: If a gift of money or a loan was 
made to help make Bill and Hillary Clinton full partners in the 
investment. Uien it might answer, in part, some of the other actions 
the special counsel is now investigating. 
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Number two: Did Bill Clinton’s 1984 reelection campaign 
receive money illegally from Madison Guaranty, so it could pay off 
a S50.000 debt ow'cd by the candidate to another bank? In the late 
stages of his 1984 recleciion campaign. Governor Clinton took out 
a personal loan of $50,000 and lent it to his campaign. 

f T 

The A/<rw York Times on November 2. 1993, repotted (hat Bill 
Clinton put McDougal in charge of paying off that debt. McDougal 
held a debt-retirement fundraiser for Clinton in April 198.5. Several 
published reports suggest that McDougal illegally diverted money 
from the S&L into Clinton's campaign. The Arkansas E)cmocrai 
Gazette newspaper reported on January 15. 1994 that at least one 
person listed as having donated money at iliat event has denied 
contributing to Clinton. 


•t 
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Number tliree: Did Governor Clinton pressure a lender to 
illegally issue an SBA>hacked loan to Susan McDougol. the wife of 
his business panner? David Hale was die owner of Capital 
Management Services, a Specialised Small Business Invesunent 
Company who by law was only allowed to lend money to 
“disadvantaged" business owners. He*^ now under indicimem for 
defrauding the SBA on other loans not related to Wliitewater. 

Mr. Hale has now stepped forwaid to allege that Governor 
Clinton not only pressured him into giving a S300,000 loan to .Susan 
McDougal for Whitewater puiposes, but that he met with the 
governor and James McDougal to structure die loan. Let me quote 
from a Washington Times stoiy of November 4. 1993: 


s 
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"They all knew Mrs. McDougal did not legally 
qualify for the SBA loan. Mr. Hale .said, and at this 
second meeting Mr. Clinton told him that the Clinton 
name could not be associated with the deal, [quote], 

’anywhere in this, anywhere at all.’ [end quote]." 

That is a very, very serious charge, Mr./Madam PresidenK This 
former county and municipal judge alleges iliat the Governor of 
Arkaitsas knowingly help defraud the Small Business Administration 
for a $300,000 loan, a loan he .stood to benefit from a< co-owner of 
Whitewater Development. Mr. Hale said he never saw Susan 
McDougal in the course of issuing the loan. 

It was tills allegation, along with Mr. Hale’s indictment un 
unrelated charges, that got Congress’s attention Not just that of 
CtKigressman Jim Leach, but the Chairman of the House Small 
Busines.s Committee, Congressman John LaFalcc. a Democrat. On 
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November 5, he asked the SBA for a fUU repon on the matter. I 
enmmend him for his leadership. He asked the SBA for their repon 
by November ISth. We have not yet seen that report. 

The first Senior to step forward was our colleague from North 
Carolina, Lauch haircloth, who in early November had die foresight 
to ask for the appointment of a speeial counsel. I conunend my 
colleague for pursuing this matter. 

Number four: Did Governor Clinton in 1984 pressure hi.i 
Whitewater business partner, James McDougal, into hiring Hillary 
Rodham Clinton to handle some of Madison’s legal business? 

The Los Angeles Times on November 7. 1993, reported 
McDougal said Clinton ''stopped by after a morning jog” to tell him 
ilMt family finances were tight and ask if he could please throw 
some of Madison Guaranty Savings' legal business to his attorney 
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wife, HilUiy Rodham Clintoa. When asked how much they needed. 
Qiitton said "$2,000 a month,” according to McDuugal. Hillary 
Clinton, then with the Rose law flim, began accepting a $2,000 a* 
month retainer from Madison Guaranty. 

Several newspapers, including the Washinnion Post on January 
24, 1994, reported that Hillary Rodham Clinton in 19R5 also helped 
prepare a stock reissue plan for Madison to a state securities 
commissioner, Beverly Ba.s$ett Schaefer, whom Governor Clinton 
had just appointed. The new commissioner's brother had been 
Ginton's campaign manager. Ihe stock rei$.suc plan was approved. 

Were any laws broken? Perhaps not But it is importani to 
know whether, and to what extent, this obvious conflict of interest 
contributed to Madison’s failure, which cost the taxpayers of this 
country an estimated $47 million. 


8 
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Number five: Were Rill and Hillary Clinton "passive 

stockholders" in the management of Whitewater, as Otey claim? Ihe 
President and White House spokesmen say yes. But several media 
reports suggest otherwise. The Washington Times on November 4, . 
1993 and other publications have outlined several financial 
tr<msaction.s by Whitewater directly mvt^ving the Clintons.r- 

In that story. The Washingum Times reported that in 19S7. 
Hillary Rodham Clinton asked James McDougal to deliver 
Whitewater’s records to the governor's marisloii. In 1988, Hillary 
Rodham Clinton asked for power of attorney over all of 
Whitewater's affairs. That does not constitute "passive 
involvement." Those records, by the way, are apparently missing . 

Number six: The Washington Fast reported on November 3. 
1993, that in 1989, the Rose Law Firm sought the FDIC's business 
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to prosecute Madison Guaranty after it had failed, in hopes of 
recovering lost assets. The FDIC sought to papture .$60 million. 
The Rose Law Firm settled for merely $1 million. The lead attorney 
was Rose's managing paruter, Web.ster Hubbcll. now Associate 
Attorney General of the United States. 


Why is that important? Remember that the Rose Law- Firm, 
where Hillary Rodham Clinton wa.s a partner, hod represented 
Madison for 15 montlts, during 1984 and 1985. The Rose firm 
sougln the FDIC’s busincs.s in a letter signed by then-senior partner 
Vinceiit Foster. Foster said the followmg.in that letter to the FDIC * 


"The fmn does not represent any $aving.s and loan 
a$.sociation in state or federal regulatory maltcrs,'^^l.^idi^' 


Webster Hubhcll and die FDTC have a difference of opinion 
over whether Hubbcll told them that he had a potential conflict of 
interest, including the fact his father-in-law, Seth Ward, had done 


10 



1426 



X001323 

substantial business with Madison. The Rose Finn collected a fee 
of $400,000. 


President, the Rose Firm had no businc.ss soliciting 
the FDIC for business to prosecute an S&L it had once represented. 
The FDIC clearly should not have given them that business. Just 
how they got the business, and why they sought it. givcff*all tlie 
relationships involved, and given how much the taxpayers of iliis 
country lost as a result of Madi.son's failure, is an extremely 
important question. 


Number seven; Paulo Casey was nominated by Pre.sident 
Clinton, and was confirmed by this body, as the U. S. Attorney for 
the Eastern District of Arkansas. She has a long*standing 
relationship with the President. She wa.s a law student of Bill 
Clinton’s when he was a professor at the University of Arkansas in 
the 1970’$. She had been a campaign volunteer. 
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On November 9. 1993, the Associated Press and others reported 
that she recused herself from an RTC criminal referral to the Justice 
Depanmem involving the use of Whitewater in a check-kiting 
scheme. The criminal referral targeted James and Susan McDougal. 
and mentioned that Rill and Hillaiy Qintun could have benefuted 
from it, although tliere was no evidence to support that. 

But the Washington Post reported on November 1 1, 1993, that 

only two weeks earlier, Ca.sey wiote the RTC to concur with the 

Justice. Depaitmem’s decision Utat a criminal probe wastiSii 

n»r 

warranted. Why didfl^ she^rccuse herself then? 

S. attorneys is quite .specific about recusals. Recusals are required 
if a conflict of intere.st exists, and I quote, "because a U.S. attorney 
has a personal interest in Uie outcome of the matter or because 


the department cff Justice Manual for U 
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h^she has or had a professional relationship with panies or counsel; 
or for other good cause. . 

If she found reason lo recuse herself on November 9th. as 
Whitewater was publicly unraveling, why didn’t she recuse herself 
before it began hitting the front page.s of Uie nation's newspapers? 

It appears she violated Departtnent of Justice rules, and we^deserve 
an explanation. 

n*t 

Number eigiit: It wasife revealed until December 21st, in the 
Wall Street Journal, before Christmas, that two White House 
political aides, including the Chief of Staff for Mrs. Qlnton, liad 
entered Vince Foster’s office shortly after he committed suicide to 
remove files related to Whitewater. For five mtmihs, the While 
House and the Clinton's ationiey not only had possession of records. 
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UnUkc the oilier issues, this one does involve the President of 
the Unit^ States ami the White House staff. What happened to the 
ftlea after they were removed from Vince Foster’s office? Why 

* I 

wcrelilf Uie records turned over to the Park Police as part of ilieir 
initial investigation? Did they mislead die Park Police in the course 
of an official investigation? 


Why the secrecy? What was the White House trying to hide? 


This is clearly an ethical inattcr which should be looked into. , jt ' 
We need to know whether the White House violated ethics ruins in 
the handling of these files from the time of Vince Foster’s death 
until they were supposedly turned over to the Justice Department just 


last week. ^ 

'"l^w ^luch'dW 

lose from their Whitewater investment? 
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Wliy is this imponant? It raises a quc.stion whether the 
American people were deliberately mislead by the Clinton campaign 
in 1902 on Whitewater; whether as early as March of 1992, a 
coverup was underway. 

In the 1992 campaign, after the A^ew rork Times first broke the 
story about Whitewater, candidate Bill Clinton on Match 12th 
commissioned a full financial review of Uie land deal. He asked a 
Denver attorney and friend, James I.yons, to lead die effort along 
with a Denver forensic accounting fimt. 

The Lyons repon said the Qintons lost more than 560,000 in 
Whitewater. But the Lyons report has come under assault for not 
mentioning some very important facts, which have been outlined in 
a Wall Street Journal story uf January 4, 1994. 
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But Time Magazine on January 24th. after reviewing land 
recordii in Madison County, Arkansas, came up with some new 
information: Tlie Clintons and the McDougals originally bought the 
land for about $882 dollars per acre in 1978. A year later, they sold 
the land to Whitewater Development fur .S 1,087 an acre. Wlio 
owned Whitewater? James and Susan McDougal and Bill and 
Hillary Clinton. This transaction strongly suggests that the Cliniuns 
made thuusand.s of dollars off Wliitewater. 


If tlie Clinton's lost so much money. MrTMadam President, 
why didn’t they claim that loss oti their tax reium.s?- .In their t992 
lax returns, they actually claimed a $1,000 capital gains from the 
sale of their Whitewater investment to partner James McDougal. 
McDougal himself has said the los.s probably totaled about S9,000. 

Wo deserve to know the truth. 


i* 
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There are a few uther things the Lyons report glossed over. 

Tt failed to even mention Whitewater’s single largest 
transaction, the purchase of over a thousand acres from International 
Paper Corporation. 

It failed to mention a highly unusual airplane-for-laifd swap 
between Whitewater and James McOougal involving Webster 
Hubbell’s father-in-law, a Madison subsidiary employee. 


And it forgot to mention that Whitewater failed to file tax 



That's issue number ten. Why didn’t Whitewater didn’t file tax 
returns for three years? 
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Now Mr./Madatn President, yua and I file tax returns. It’s no 
secret that eveiy workinc American, every family, every^ co^i^t^Q 
in diis countiy by law must file a tax return, even if they don’t owe 
any taxes, even if they lost money. Failure to file is a crime. 


It wasn't revealed until December 19, 1992 in the Washington 
Post, that the Cl inton '.s discovered after the election that NVhitewater 
hadn’t paid taxes for three years. The President*elect and Mrs. 
Clintun directed Vince Fo.ster. working widi Whitewater's 
accountants, to prepare the returns. They were filed in June of last 
year. 


Mr./Madam President, Whitewater was involved in the failure 
of a federally insured savings and loan, a failure that cost taxpayers 
million. Whiiewmer was involved in the apparent defirauding of 
the Smell Business Administration. Wliitewater (idled to file federal 
- income taxes for three years. Whitewater was die subject of a 
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tilL Hearings to irive OOF a Chance 

To GriU Clinton Aides About Thrift ^ 


By Auarr R. Kaii 

Staff Rtporur of The Wau. Stiicct Jovknai. 

WASHINGTON - Congressional hear- 
ings tMi week will give Republican law- 
makers their first chance to grill Clinton 
administration officials about legal issues 
related to a failed Arkansas thrift. 

The Senate Banking Committee sched- 
uled a hearing for Thursday on the per- 
formance of the Resolution Trust Corp.. 
which is a Treasur>- Department unit and 
the governments savingsandloan 
cleanup agency. Republicans. led by Sen. 
Alfonse D‘ Amato of New York, promise to 
delve into how the RTC is handling an 
investigation into any wrongdoing linked 
to failed Madison Guaranty Savings ft 
Loan. 

Various news accounts and GOP allega- 
tions have linked Madison, which failed in 
1989. to helping Bill and Hillary Rodham 
ainton finance their investment in Whi- 
tewater Development Co., an Arkansu 
land-developinent venture, and to hind- 
raising for Mr. Qinton's gubernatorial 
camp^gn debts. An independent counsel 
is investigating such claims. 

The GOP will get a crack at witnesses 
Indudlng Treasury Secretary Lloyd Bent- 
sen; De^ty Treasury Secretary Roger 
Altman, who is also Interim RTC chief; 
acting Federal Depotdt Insurance Oorp. 
Chairman Andrew Hdye; and Jonathan 
Flechter. acting head d the Office of Thrift 
Supervision. The FDICand OTS also have 
S4L regulatory powers. 

Hearings Are SchedIM 
^ Under GOP pressure BanklngCbmmit- 1 
tee Chairman Donald Rlegle (D.. Mleh.)| 
set the Thursday hearing to rece i ve al 
report of the Thrift Depositor Protectioiu 
Oversight Board, which rnomtofs the RTCi 
Mr. Bentsen is chairman of the ovet ilgh j 
board, and Messrs. Altman. Hove ain 
Flechter are among its members. RepJ 
Henry Gonaalex (D.. Texas), chairman of 
the House Banking Conunittee.huagreeti ^ 

us Antitnut Inquiry f. / 
JW 4 iySiiiaagaiitti/ 

Je • Wau. staawv iouENAi. st«// li«e«rMr 

WABHOfCrON - Small bankets are 
delightid that the Justice Department 
hu launched an investigation into 
whether the networks that link auto- 
mated teller machines are limitlog their 
systems solely to banks that purchase 
other services from the networks. 

Attorney General Janet Reno dis- 
cloied the antitrust investigation in a 
veech to the Independent Banken Asso- 
ciadoo of America at its annual meetlnf 
In Orlando. Fla. If the department finds 
evidence of antitrust activity, she said. It 
will press the case in court 

“We were very pleased to hear the 
atnmey general dte this u somethinc 
they are lookliir into." said Diane Casey 
of the banken association, a trade group 
of small ban ks. “Our banken need ac- 
cess ID those systems.'* 

The Justice Department opened the 
antitrust Investigation after receiving 
mmplainta that ATM networks were 
pre ssur ing bankan to purchase other 
serelces firom the networks. Banks. lor 
instaaee. could allow their cuMonen 10 
pay bUs by t eleph e ne or through per 
senal c om p u i en . If the bank purchased 
the ssielee through the network. 


to hold a similar hearing, where Rep. .Hm 
Leach (R.. Iowa) plans to raise Madison 
questions. Messrs. Rlegle and Gonaalex 
had rebuffed GOP demands for broader 
hearings into the Whitewater-Madison is- 
^ue itself. " > 

.Mr. Altman, a college classmate of the 
president and a longtime friend of the 
Clintons, is expected to get special GOP 
attention Thursday. “We intend to fully 
explore the actions of the RTC and its 
interim leader in the Madlson/Whltewater 
controversy, including the delayed and i 
incomplete responses to congreuional re- ^ 
quests for information u well as the 
question of Mr. Altman's recusaL" Sen. j 
D’Amato said. Sen. D'Amatobu called for | 
Mr. Altman to r emove himsdf from over- ^ 
seeing matters invoivtng Madison. J 

Sen. D'Amato. the banking paners 
ranking RepubUcan. also htt accused the 
RTC of dragging its heels in the probe. Mr. 
Altman hu said the RTC Is conductliig a 
vigorous Investigation. 

The Senate and House, by 964) and 39P-1 
talltes. have voted to extend the RlCs 
statute of limltatioas for fraud and grou 
negligence in dvll dalms against SU« 
wrongdoer s . The statute of ilmitatloas, 
which would otherwise run put for Madlsbo ' 
andseveralbundredotherthrlftsonlios- 
day. will be extended until the end of 1996. 
when the RTC Itself expires. 

Sen. D'Amato said Banking Committee 
RepuMlcans also will question last week's 
PDIC report that exoneratad the Rose ^w 
Firm in Arkansas, where Mrs. CUnlonahd. 
several administratioo officials were part- 
nera, of violating any confUct-of-laterBSt 
rules in its dealings with Madteon, Some 
have called the report a “whlMwash." 
Jen. D'Amato said. 

' About two weeks ago. RleklTlgtet,tha 
presidsiif s nominee to han d ttei FD IC. 
recused herself from matters involving ths 
CUntoos and Madison. MS. TliHt ateo n 
Mend of the Clintons. CMSd possible OOP 
efforts to block Senate confirmadoo of her 

U.S. Reserve Assets\_y^ 
Increased in January 

Ov • Wau. SvmccT JociWAL JteDrnepifier 

WASHINGTON - U J. reserve assets 
rose S801 million in January to S74JI 
billion from 973.44 billion in December, ths 
Treasury reported. 

January's rise followed a SIQO million 
decline in December. 

U.S. reserve assets consist of IbnlgB 
cunenctes. goto, special dr a w in g r lgbt i at 
the Intematlonal MOostaiy Find and ths 
U.S. reserve positloa at ihsOfP. In Jbnn* 
ary 1913. they totaled mJI bUtato 

The Treamy satf hoUlagi of knlgi 
currencies rose 1« million from DsesB> 
bsr to SI2J1 btOloa. whils ths goM stock 
wtt u n c ha nged at 911.96 button. Ths ito ; 
sent positloa- the abUtty to draw forslfi * 
currency-at ths IMF increased aiwMtea 
toSlUl hiUoasad hoMinpof Oir spsdal 
drnitaM fights won up m mttttoa to SJf 
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Whitewater Cover-Up 


In Ae history of modem poUticel 
scandal, the cover-up is always worse 
than the crime. 

That's the way it was in the Nixon 
White House about a stupid break-in 
at Watergate. That's how it is with 
Bush Justice's non-prosecuiion of 
Iraqgate. which Reno Justice should 
be ready to turn over for prosecution 
as soon as House and Senate confer- 
ees adjust the recently passed Inde- 
pendent Counsel Act. And that's how 
It will be when the Whitewatergate 
Federal-level cover-up of state4evel 
wrongdoing is exposed in the years to I 

Take Ae moat recent abuses of 
Federal power to smother an inquiry- 

1. The F.D.I.C. Fix. Press reports 
forced Ae Federal Deposit Insurance 
Corporation to report on whether the 
Rose Uw Firm (Hillary Qlntoo, 
Webster Hubbell. Vlncmt Foster & 
Ca) had disclosed its previous repre- 
senutkM) of the Madison SJiL. in its 
pitch to Ae F.D.l.C for bailout busi- 
ness. Vince Foster's lengthy pitch let- 
ter. quoted m Ais space, evaded the 
legal requirement to disclose. 

1 F.D.l.C whitewashers noted that 
Mr. Hubbell. now de facto Attorney 
General, claimed to have "very fs»- 
erally," and never in writing, advised 
an F.D.l.C attorney of "a small 
amount of work. " That Goveramqt 
attorn ey directlVTUlWUlU 
■^^tniwrgaio ms suneevtsor. Even the 
Rose partner working on Ae 
^ differs from the Hubbell versiaa. Yet 
Ae Clinton F.D.1.C chose to believe 
\ the profoundly conflicted HubbtiL 
^ I The Resoiution Tnat-Trmm 


given the White House team was evi- 
dent in the sly answer: "in due 
course. •' Pity those dopey outside 
parties at interest. • 

Having been forced by Senator 
D'Amato's questioning to ^p'l! the 
beans on currying White House favor, 
Allman belatedly recused himself 
from Ae case, pleading only "bad 
judgment " To this moment, nobody 
from the non-independent counsel’s 
force has asked any of the meeting's 
participants what was said, or . 
warned anybody not A destroy notes 
always taken at such moetmgs. 

J. The Stonewalling Speaker. On a 
matter that cries out for Congression- 
al oversight, why have there been no 
hearings A the House? 

Because at a secret 8 A.M. meeting * 
(apoloties » Evans k Novak) of 
Democratic satraps and staff mem- 
bers on Feb. 3 in Speaker Tom Po- * 
ley's offices. George ’The Enforcer" •> 
Kundanis laid down the law: no 1 


Always worse 
than Ae crime. 



White House 
“Keating Five" chairman Don Rtagla 
blocks a needed Senaia Banking In- 
quiry. Senator A1 D*AaMie naad a 
routine R.T.C heariag lo eatm et em- 
barrassing news from Roftf Ahman, 
acting chief of Ae agency dealing 
wiA failed SJlL.'a. 

Mr. Altman, apparently ready A 
cut comers to get Lloyd Bentsen's 
Treasury job, went to Ae WhlA 
House to five advance information on 
the R.T.C.'s plans in Whitewatergato 
to the counseU Bernard Nussbaum; 
Hillary's staff chief, Margaret Wil- 
liams. and Harold Idtes Jr. (whoee 
' falher resigned a iha limous otaai 
at Tmman: '1 am against govern- 
ment by crony'*). 

The apple-poliihlng agency head 
was ordarad w find out from R.T.C 
9 counsoi if his agency had A provide 
« AosamolmidosttifronproeoduriOA 
othtrs. Dutifully. Altman went bnck 
and did, and me Ufflinf odfe ho had 


Jack ! 
I cravcnly obeyed .< 

parcyordara. 

Bm that put the Small Butineea , 
chalnnaB. John LaFaloe, 
a New York Domocrat. A a bind; ha 


AdmAistration, ' 
wtneh readily unloaded a newswonhy ' 
pila about the McDougaU' loans un- 
known A the non-independent coun- : 
seL Mr. LaFake had sent Ae hoc . ; 
documents A Ae General Accounting . 
Office for analysis and is now franti- 
caOy trying a get that agency of ; 
Coafren not A give him a report 
As oover-upt go. WhitewatergaA 
rates a B — less clumsy than Warnr- 
gate but not as effective es Iraqgate. 
for which James Baker and WUUam 

-Barr deserve an A for befogging Jan- ^ 

et's juntor Javert at Justice, John 


Mr. Oimon’s major contribution A i 
Iha ait of containing scandal is the 


agii« dma is dhnemd under a ainglt ,i 
Demoerttt pnet the H i l e cfinM 
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Gettysburg Address 
Should Stay in Capital 


To the Editor: 

“The Right Address is Gettysburg 
PA" (editonal. Feb. 21) urges that 
one original draft of LincoA's Gettys- 
burg Address be permanently placed 
at the national baiUafield park. Since 
the LArary of Congrass has two 
drafts, you would have us yield |o 
local tmerests, dMdo this national 
treasure and laave one draft on per- 
raanem display at Gettysburg. 

This sounds Solomonic and simple. 
But it is noL The library was explicit- 
ly given custody of boA drafu in 1916* 
^ Ae descendants of John Hay, Lin- 
coln’s secretary: they are among At 
designated national treasures that we 
carefully preserve for future genera- 
tions of Americans. Wa have lent one 
draft A Ae Natkmel Park Service at 
Gettysburg seasonally since 1979. 
Congress's Joint Committee on Ac 
Library, oonoamed about Ae fragile 
condition of the documenca. haa di- 
raetad ua A end Ala arrangement 
after Ala year. 

BoA drafu are on acid paper, 
whkh meane that artibitinn hastena 
their d ial megr a tion. Tide is heppem 
tag at GettyeburB. If they are a be 
preserved as long as pessibit. As 
drafts mould not bo plftaod on pr» 
longod dliplay snywhore. 

Our plan is A display our Ltaoota 
drefis in routtan orily ono or two days 
onch year in a sum«r-tha-art envw 
ronmentslly controlled esae. Unisas 
such care is eas re ts id. At origaisl 
Gettysburg Address drafu may no 
longer exist four seore and seven 
yean from now. 

Alrooot 10 tlraos as many Amerv 
cans visit tha Library of Congress as 
visit Gettysburg. Tbe logicsl Mhiuon 
for pormanant display m Gettysburg 
U tt showcase a p^ect facsimile, 
and let our preservation spocialisu 
tend and protaet Ao two originala 
whore they betang — in Ao nation's 
Uhrary. Jamis H. Biluncton 
U brarisn of Congress 
Waahtagun. Foh 23. 1994 
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.uK BRIEFED 
rtrilTE HOUSE AIDES 
OH BANKING INQ UIiafi 

MEEHNa CALLEO UNUSUAll 


Examiner of S.& L in Arkansas 
Says Statute of Limitations 

Was Topic of Discussion. 



■ySTEMICNLAlATON > ^ I 

IMCMIM Tlw Y«1l Tiawt 

r" WASHINGTON. Ftb. 24 - In * wr-j 
\ pnsmc ndmissioa, tht h«nd of • Pid* 

I «ralatMqrtiumtningclMroUurierm 
Arkansu taviagf and loan at tha can* 

I tor of Uw inquiry into tlMdinttms'rtal I 
estaM iavtstnianu said ht held a briaf*' 
ing thrst weeks ago for senior White 
[jioiise aides pn tht agency's progress. 

DnUQOcaaauqt^auqt.Rflgtc£^ 
rARnan. who is also the acting head of 
the Resehitkin Trust Corporation, ac* 
It n owledgsd today under questioning 


Comouttoe that he had met with the 
White House counsd. Bernard W . 
Nt^aupi. the deputy chief of staff. 
[aroM M. Ick^ and Hillaiy Rodham 
Ifitoh's' chief of suff. ^ 

JWtIliams 

--MmOtrakn said he had held the 
unusual briefing to tall the White House 
suff members that the oMminatlon 
into the savings assodation. Madisan 
Guaranty, had been runniag up against 
a statute of Hmhations proMera and 
that the agency would soon be dacMbig 
whether it dwuid proceed. Madison 
was owned by James B. McOougal and 
his wife. Sui^ the Clintons' partnsrs 
in the real esute venture, known as 
Whitewater Deve l op m ent 


/ ^ _?*****^*** 

/ the ReWution Trust corporation IS an 

I independent regulatory agancp adnss 
■ lawyers arc supposed to opsr a it «Mi* 

' out political considerations. Mocaover. 
the bnefing was attended by senior 
advisers to the Clintons, who are them* 
selves the subject of the agency's m* 

I vestigations. ^ 

^ RepubUesns immediately pointed to# 
/ die briefing ucvidenco that the White/ 
i House has been controliing inquiries/ 
^ into Madison and Whitewater. Rtpnj 
jjsenuuve Jim Leach. Republican off 
I Iowa, said that the meeting was "thorJ 
/ : oughly unseemly" and that it under* 

• mined "the credibility of the regulaf 




"Nothing could be more inappropii 
late." said Mr. Leach, the ranking Rf 
IpuMieaa on the House Bankuig Com 
Resolution TmaJCaOM 

CofiiMucd OR Poge Alt. CoUuhh J 


ration stiou.d 5e arT.s lengtn from both 
the Execuiiv* brincn and from Con- 
gress. These are process issues that 
should be handled in appropriate 
ways." 

The Resolution Trust Corporsuon 
has been exammuig whether to bring 
fraud charges against any exeeuUves 
or borrowers connected with .Madison, 
or whether there were any conflicts of 
interest im-olving Mrs. ainton's for- 
mer law firm, the Rose firm of Little 
Rock. Ark. 

In I9U. .Madison was represented by 
Mrs. Clinton before a state regulator • 
:*-»» had bem appointed by her hus- . 
band. After .Madison failed five years > 
ago. Fwleral regulators hired Mrs. 
Clinton s law .:rm to sue the savings , 
institution's accountants. 

tiSey ' 

should be aware of the internal pr^ 
^ **»ich 

t^ R.T.C was going to be following in 
to reach a deosion by February 

Mr. Altman did not tell committee 

Banking Committee hMruig ttat the 
brieflM was about the sututc of limita* 
tMQS fbr any claims of fraud or inmn- 
tional miscondua against Madtsnn's 
•«*a>thms or lawym^ngms has 
recently extended the statute of limita- 
tioaa to ma ke it possible for the new 
eounael investigating the 
OimoM ^ estate inmun!^ to 
have the ability to bring charges. 

Whitewater Issue 

The counseL Robert B. Fiske Jr., is 
mmin^ whether Madison impropor* 
ly fUnnoled any money into Whittwater 
OT into Mr. aimon't (^mpeigtf white 
ho was Governor of Arkansas. 



. “ Um proeass which iha I 

^.C would fellow in reaching a dad- 

wmM bt exai^ idntlcai to pro- 
gy- usod m any ochtr caats.'^j 

to Repub^ on tht bankiiig com*, 
mim atiadcad tho mooting as a sign- 
***• Administration hS- 
faiM to condKt a proper examihacion 
JBf Madison and Whitewater. 

^y senaw Alf^ m. D'AmatnL the 
W Vdfli K4^ubli4iA wU AU IMU I 
l^ing cntic m the Senate against the 
Administration s handling of tht case, 
said .Mr. Altman's portrayal of the 
meeting was not credible. 

"Can you imagine if I or another 
Sanator brought somoono to tho R.T.C 
to ask for an update of a lawsuit?" 
asked Mr. O'Amato, the ranking Re-i 
publican on the banking committee. 
"What would (hey think of us? It it 
totally inappropriate and preseiKS 
worst of appoarances. And cIwm »«r., 
noc tha Clinton's panonal lawyers. 
Thj^wera Nussbaum and Ickas and 


from' the iavesti|aitea. ponrtyK] 

■gwcy to flte » 

;jt a very short i 


Tiw agency advise 


; •^*01 the Resolution Trust Coraor*. 

Fsderel Oeporit In- 

firm of 3nv 
connection Ai:h 

UH Trjst agen. . r.;.T? ;o 

Ijwj^iie conciasio n. 

But today, the co.'nir.ntce •r* 
documents showing that 0 : C '. 

. cieis were concerned .ihr;/ . o>« t- 
: conflici. u kin* iirm s 
; partner. Webster L Hubbell. was • r>- 
I resenting the Government agains; ;.v.- 
I accowting firm of Frost A Ccmr-ir-- 
I Mr. HubbeU's father-in-lew. Seth a a; j 
I WU involved in suiu against .Mad:.-nn 
"Thore appears to be a conHici :n 
reprua^ and a quution d loyal- 



bueraats to the Sath 


to comproffl 
ih Ward mat 
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S«lll»t.FlMtoll>t.l9*4 HK fU M iCT WfOH 


Senior Official Steps Aside in Probe 
Of S&L Linked to Clintons^ Venture 

^T7 


By S«4imii<t 
MidaMifaiR.BdiooGk 

• fXSagWHMw 

Depotjr Tmsury Secr^aiy Rog* 
er C Albnan, a poBtical appointee 
aernng as temporasy chief of the 
federal thrift deanop agency, re* 
cused hnnaelf yesterday from any 
farther action on the investigatioa 
I of an Arkansas savings and kan 
with ties fr> President Qintoo and 
Hillary Rodham Clintan. 

Noam a n n o u nced be was taking 
the step one day after revealing dur- 
ing oongresaional questioning t^t he 
recently briefed White House officials 
on how his agency would p roc e ed 
with POtei^ avil g brnia gm4 >Bg 
fadisnn fiuannty~ 


j imp rope r about it.* said Whib 
House press secretary Dee Dee My- 
ers. He beskaily inlonned the White 
Hoase-~*as he did Congress, as be did 



briefing. There was nothiog availside 
that was not available to members of 
the Dress or Coneresa.* 

Altman said be told White House 
aides during the meeting that if the 
RTC found a claim was wanantbl 
it would either file a lawsuit or aril 
potential defendants to volonteily 

he alreadly 


deadline, He said he 


had 


RepubBcan members of Con g pe aa . 
Meanwhile. Rep. Jhn Leach (kfwa)^ 
.jhe ranking Repubfion on the House 
Banking Committee, yesterday re- 
leased portions of a ta^coavcree- 
tion in whidi the Chmons' farmer 


that the White House is fanproper iy 
interfering in a case that dimtly af- 
fects the uintoos. 

Altman aim s^ jm wa step dow n 

1 to 

mate a permanent chief soon far the 
RTC. which by kw ie su ppowd to be 


/ preeented a oonffict far him but re- 
rabrnd there was the mgooGhJd 

. , wCTnlBCX M g OB CMW 10 fCCUW HHMfJI 

' lior that reason. 

* The RTC it dr^waing of failed 
;SftLs and pursuing dvil and crim- 
•inal cases againat officer s , direc- 
Itors. lawyers, accountants, borrow- 
lers and others. Hillary Chncon and 
:her former aaaodates at the Roae 
;Law Firm in Little Rock, Aifc., re^ 
•reeented MadieoQ before state reg- 
•ulaton in the mid- 1980a. 

Z Altman the ^****** Banking 
iCommittee that be contacted White 
:Houm counsel Bern ar d Nusabenm 
^about three weeks ago and oficred to 
•meet with Urn to eipla - 
IRTC would do aa the < 

2Slmg dvil daims in the 
3>roh e neered. Thar 
•Feb. 28. but Congrem baa enended 
-it until tfaa cod of 1998. 


diaputea tlmir ac^mting of their in- 

land vent ure. McDougal mid in the 
1998 co nv er sa tio n that the CBmam 
a $9,000 it er t 
: that they claimed on thiir 1980 
taone and thm thiy 

_ aaaets to pqr off a 

perannal loan. 

In a memo to min ority ooeamitaae 
members, said McDoiwtra 
c onuninta "appear to rndfeate thm 
the Gmtooa lost 00 tnooey in White- 
water* and "suggest that dm tas con- 
sequences wfaidi emanate from thm 
venture merit careful scrutfay.* 
Leach, who has been gstbsrmg 
do c u m ents for bearings he plsns to 
bold next month on the Whhcwacer 
matter, said in an interview yeetir 
day that be considered ‘ ^ 


Zhmnn; Margmm Williaim. HiUiry 
:ptaton*a dsM of staff; and the pne- 

A^m^m ^ mtmii 

nnsHs cbm ci mBp mran 
-kket. who hat been iswgnfd the 
Ttask of dsmsge oontral in the Whiie- 


-diMid tiM oMiiDi. ‘llHn'i aotb 


sitting down with book led gers , 
which lends it great oedially.” 
The tape was made d u rin g a taft 
McDougal had in the aprmg of 1998 
with Sbaffitld Ndaon. who ran far 
governor against Oinlan in 1990 
and wm hamM an awimor ii a 
proiact fin a n ce d thnaifi tfaa 
McOoufil-owned Madfaoa Qmr- 
aatySavo^faLoML 
The CBa anedain iediathrir 1999 
federal tax rctuine tbei they mada 
19.000 ia kaarcet paymaslB. to 
McDoagel relBted to the WMtewamr 
ve na a. *niey dsda’t pay ma. . . . 
They hm never peid me a peony's 
iatarem.*McDooplsmi 
b rooeat wc^ McOoapI hai 
aid thm he couU reodl tht CBa- 
tone pmtiBg about $13,500 into 
Whiliwitti. not thi $68300 ttaf 


claimed when the investment be- 
came an issue in the 1992 presiden- 
tial primaries and since. 

Referring to^ 1992 taped con- 
veraation, Bruce Lindsey, a senior 
White House aide, said yesterday, 

*1 think be (McDougal) is confused. 
He has said he is relying on his 
memory with these amounts, ud 
Us memory is mistaken." 

Lindsey said in an earlier inter- 
view that he beBeved the Ofatoas 
peid McDougal $9,000 in 1980 to 
compensate Urn far interest be had 
paid on albint loan used to finance 
the Whitewater venture. 

Special counsel Robert B. Fiske Jr. 
ii now frying to sort out White- 
water's finances as put of an intense 
Justice De par tm en t investigitioo. 

b the taped conversation witii 
Nebco, apperently just after the 
CBnton caii^gn released a report 
about the Wbtewater investment. 
McDougal said: 1 could sink it (the 
$68,900 figure] qukher than they 
could fie about it if I could get in a 
poe it ioB so I wouldn’t have my bead 
beaten off. And Bfll knows that* 
b the tra nacript , McDougal said, 
the Cfintnoi personaDy sold "a oor- 
poratn mmt far which Whitewater 
had made aB the peymenta. He was 
refsiriim to a lot and model home 
on the Whitewater property. Lind- 
sey said tile Cfintoos made some 
pqrments on the lot 
Last night. McDougal said a tran- 
script to Urn "sounds fabri- 
cated.* He told the Associated 
Press. *Tm reserving any further 
coinm e m until w ha tev er Republican 
p rep ai mi the trauKri^ makes the 

. Sen. Al- ; 
R-N.Y.) a 
National 

Chairman David ^^befan of using 
pOBQCM iinnuniDOP ncocs in i . 
latter akkiiBf D*Aittato for leading 
the G(V charge on WUtewattr. 

b theFch. 25 fatter, Wahehn said 
D^Ameto’s own actions "presant a 
efaer patten of coofikt of interest 
over aevugs red fares and other 
hnsintas i nterest s .* As one example, 
he diad s Senab ciUcs committee 
probe of D'Amilo’s conduct in per- 
mi wi i i g Us brother Annand to send 
lettenuaduUsiiinietothePettta- 
fon to lobby far a CQtttracL 
’D* Amato’s, reply said the letter 
" teuaifinna my saapkian that some- 
thing fa rotten in Littfa Rock.* 

SbFanfar RMkJMbcw 
minkMt9tluit9$$rL 




Mrnrwrfs onginl tape avaifabfa.^ 

b another dev eh pm ai it. 
fame M. D'Amato (k-N.Y.) 
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be-vhitmtttr timmm - al74t , 

(ATTN: National aditors) (Ineludoa optional trias) 

Altaan Disqualifioo Solf in Nhit«wattf_Erobo-(iiaalinI 

By Sara Frits and Robort Roaonb^att* (e) 1994, Loa^Malaa Tiaaa- 

WASHINGTON DaotttarTraaaury /dacratary fo 2 > 

diseussina tha- govamaant'a NhitwvAtar Ifaal aaULa IRvaatiRation with top 
Nhita Rousa aidaa, diaqualifiad hiaaalf Friday froa furthar^fieial 
involvaaant in tba eaaa. 

Ha baeoaaa tba third high-ranking Clinton appointaa to ba aoeusad of a 
conflict of intaraat in connection vith tha Whitavatar affair. 

At tha Sana tina, ona of tha chief Republican critics of Praaidant 
Clinton's Whitavatar invastaant released nav avidanca to support allagatioils 
that tha president and first lady Hillary Rodhan Clinton lost lass nonay than 
they have clainsd or parhapa even profited by investing in tha Osark resort 
davalopsant vith tha owner of a failed savings and loan. 

Altnan, who also serves as acting head of tha Resolution Trust Corp., was 
savaraly criticised by Republicans on tha Senate Banking Conaittaa Thursday , 
when ha disclosed that ha briefed White Rousa officials three weeks age on an 
aspect of tha RTC's investigation into Whitavatar. 

Zn a statanant, tha Treasury Dapartaant noted that Altaan's intaria 
appointaant aa PTC chief will aacpira on March 30 and * * ha will have no role 
with tha RTC beyond that tiaa. * ' until than, it said, ha plans to recuse 
hiasalf froB all of tha agency's dealings involving Whitavatar. 

Tha RTC, craatad to resolve hundreds of savings and loan failures in tha 
1980s, is investigating whether nonay froa tha nov-dafunet Madison Guarantee 
Savings 8 Lean of Little Reek, Ark., was invested in tha Whitavatar 
davalopaant. 

Tha owner of Madison, Jaaas MODougal, and his wife, Susan, vara partners 
with tha Clintons until 1992 in tha Whitavatar Davalopaant Oorp*, which was 
established to build a resort eosaunity in tha Osarks. 

While tha RTC continues to investigate natters involving Madison, a 
special counsel, Robert B. Fiaka, Jr., has bean appointed iy Attorney General 
Janet Reno to conduct a wider investigation of all natters relating to tha 
Clintons* Whitavatar invastaant. 

At issue in tha Whitavatar controversy is whether Clinton, who was than 
governor of Arkansas, or Mrs. Clinton benefited iaproparly froa tha 
invastaant. Tha Clintons have insisted they are innocent of any wrongdoing 
and say they lest aenay on tha deal whan tha plans for tha resort eellapsad. 

As tha federal investigations have progressed, two other top-ranking White 
Rousa officials besides Altaan have bean accused of conflicts in tha affair. 

White Reuse Deputy Counsel Vincent Foster, who eeaaittad suicide .last 
suaaar, was criticised for acting as tha Clinton's personal attorney in tha 
natter while on tha.govemaant payroll. 

Zn addition. White House counsel Bernard Nusabaua has bean taken to task 
by Republicans for allowing tha Whitavatar files to ba raaovad froa Foster's 
office before it was searched by lav anforceaant officials investigating tha 
suicide. 


(Optional add and) 

Under questioning by Republicans, Altaan acknowledged that^he net vith 
White Reuse officials to discuss the options facing the RTC in light of the 
then-iapending Feb. 28 expiration date for all civil suits related to Madison 
and Whitewater. That deadline has since been repealed by Congress. 

Altaan's decision to recuse hiasalf froa Whitewater-related aatters 
represents a turnaround on his part. Just recently, he told Rep. Jia Leach, 
R-Zowa, ranking Republican on the Reuse Banking Cenaittee, that he saw no 
confl ict in his dealings vith the case, even though he is a Clinton appointee. 

'''"Meanwhile, Leach, who has undertaken his own investigation, issued 
previously undisclosed portions of a Little Rock attorney's 1992 interview 
vith Janes MoDougal. 

The tape adds new eleaents to MoDougal 's unproven claia that the Clintons 


did not lose $88,000 on the deal, as they have said. 

Zn the interview, cenducted by Republican attorney flheffiald Nelson, 
MeDeugsl contends that e $30,000 lean made by Mrs. clinten to pay for a aodel 


heae on the resort site was repaid entirely froa Whitewater funds. 

Furtheraore, he says the Clintons never paid hia $9,900 in interest that they 
reported on their 1980 incoas tax report. 

Zf McDougal's version of these transactions proves to be accurate, 
according to an analysis by Leach's House Banking Cenaittee staff', it is 
likely that the Clintons ' * lost no aoney in Whitewater' * and nay be liable for 
unpaid taxes. 


*•** filed by:ZANP(— ) on 02/28/94 at 02il2RST 

***• printed by:WRPR(l82) on 02/28/94 at 07:52RBT 
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.recorded contradictions to Clinton tax 


"Eeasuiy deputy Altman filinTC fonjij 

quits Whitewater probe 


Deputy lk«asury Secretary 
Roger C. Altman yesterday 
recused himself from the probe 
of a failed Arkansas savings and 
loan linked to President Clinton 
and said he will step down 
March 30 as acting head of the 
S&L liquidatioa agency 

The Iheasury Oeparaent is* 
sued the announcement the day 
after Mr. Altman told a Senate 
panel he had briefed White 
House ofTidals on the status of 
the Resolution Thist Corp.'s 
probe of Madison Guaranty Sav* 
ings and Loan. 

Madison was owned by James 
B. McDougal, a former business 
parmer with Mr. and Mn. Clin* 


ton in the Whitewater Develop* 
mem Corp.. a failed land deal 
also under federal criminal in* 
vestigation. 

Mr. McDougal is suspected of 
diverting depmitor fu^ from 
Madison to Mr Clinton's 1984 
gubernatorial campaign using 
overdrawn accountt and Madi* 
son*approved loans. He also is 
accused of diverting the S&L's 
money to Whitewater. 

Before yesterday’s announce- 
ment. Mr Altman had been ex- 
pected to step down as the BTC!s 
head at the end of next month, 
but he had not removed himself 
ftom the Madison case 

Legal experts y ester day crit* 
idxe^ Us dodskm to brier Whim 

see ALTMAN, pageAlO 




ALTM^ 

From page AI v 

House Counsel Bernard Nusa* 
baum. Deputy Chief of Staff Har* 
old Ickas and Mrs. Oingmli Chtar 
of Staff Margaret WOUams QO the 
investigatioa 

"I probably, would have advised 
him not to have that meeting, "said 
: Roy Simon, a laar pnCeaaor at 
' Hofstra Universim and a former 
i board member of the American 
! QvUUbertics Union. 


dependent" and noted Mr Alt- 
man’s primary duty as a Tkaasury 
Department ^ 

"As a member of the Tkaasury ' 
Department I dont know of any 
restraints on him briefing the 
White House, but I think he was 
caught in a Catch*22." Mr. Seidman 

said. .J 

^ 'tr'was Uforoughly unprofes* 
sioaal and raises many quMdoos 
of etUcs." said Rep. Jim Leach. 
Iowa Republican, virho has led 
House efforts to investigam the 
Whitewater-Madisoo controversy 
I Mr. L eac h , ranking minority 
member of the House Banking 
Committee, said the Ahmaa meet- 
ing would be an issue at a House 
oversight hearing on the RTC next 
month. 

On Thursday Mr. Altman told 
the Senam Banking Cornnutma ha 
apprised the officials throe weeks 
ago of the probeh smtus and the 
difficulticswithstatucaeoflifflita* 
tkm the RTC had cnoounterod. 

Me Altman described the brief- 
ing as rotttiae. saying be iniliatad 
the meeting m explain hoar the 
agency procaeded when a daad- 
lina for filing dvil charges in a 
case was approachmg. 

At the time of the meeting, the 
deadline for filing civil claims in 
the Madison case was sec to expire 


a member of the Treasury Departnmii I 
dont know ofar^ restramts on hkn briefing 
the White House, but I diink he was caught 
in a Catdlr22** — WUUam L Sekbnan 


at the end of this month Congress 
h— extended the deathine 
for another two years. 

Me Leach said teUing the ad- 
ministration about the statute of * 
limitations concerns played inm 
White House hands. "Part of the 
WUee house strategy, long-term, is 
understanding the statute of limi* 
Jarinn««n>rtrnfthi€r^ ^;»hesaid. 

Legal experts said informing a 
prospective subject of an investi- 
gation about proems with stat- 
utes of limitation could help with 
the formation of a defense strat* 

^-^*3rWhi»“ House spokeswoman 
declined to comment on the meet- 
ing. repeating the usual White 
House comment that the case is 
under investigatioo by a s pe ci al 
counsel 

The Whim House press offloe 
has declined to discuss the White- 
waterMadison scandal since spe- 
cial counsel Robert B. Flake Je 
was appointsd last month by At- 
torney General Janet Reno m in- 
vestigateit. 

An RTC spokesman said the 
agenqr also declined comment 

In its announcenient yesterday 
the ‘Deasury Deportment said Me 
Altman "will have no role" in RTC 
operetioos after the end of next 
month “In the interim, ha will be 
recused from all matters reiatiag 
m Madison GunrantyT the dapar^ 
twafff said 

Me Altman's decision was just 
part of the fUlmit from an inoae- 
sent GOP attack on Whitewater 
that be^ at Thursday's hearing. 

The leader of that attack — Sen.' 
AlolnnmM. D’Amao. New \brk 
Republican — - yfliefUy 'dc- 


wntwM-aH wfht If 

cal intimidation tactics ... by 
.Democratic National Committee 
ChairnMn David WiUtelm" to 
blocks further invesogaaon or 
Whitevrater-Madison. 

In a letter to Mr D’Araem yes- 
terday, Mr. Il^lhelm assaUed the 
senamr'S credibility on seeking 
extenaionsonthestttuteoflimita- 
~TMas for dvil suits in the Madison 

/Mr Wilhelm said the senator op- 
eoaed statute extensions in other 
bases, noted Senate Ethics Com- 
-'minae criticism of Mr D'Amato. 
who supported 1980s’ legislation 
that made it easier for thrifts to 
purchase junk bonds. 

In response. Mr D’Amam said 
he srill "redouble ... efforts to get 
to the bottom of this W hi tew a ter* 
Madison scandal" adding that Mr 
Wilhelmh "atampt m interject pn* 
lidcal intimidation inm this pr»- 
cesa is despicable.” 

Deposit Insurance Corp.. agreed 
m rewxamine the agen^ recent 
findings that Mrs. Clinmnk for- 
mar law fir m had no co nflicts of 

iSStS *•••• 

RepuMicans have suggested the 
FDICi findings were a “white- 
wash.” 

Mr ROve instnicesd the FDICi 
iiispecmr general m invesdgBie ff 
the Rose Law firm of Utde Rock. 
Ark., had "any conflicts of tanereot 
or other improprieties" when it 
help ed the government sue SAL 

• This article is based in part on 
wire service reports. 
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ByPauJM Poanguez n\ 

•*<t»»«wiOT3Nr%«8 \\\ 

Republicans invesnntinf the 
WhitewatcrMadison affairs have 
obtained recorded statements at- 
tributed to a former partner of 
President and Hillary Rodham 
Clinton's that contradict the Qin- 
tons' tax filings and White House 
comments on the affair. 

Rep. Jim Leach, the (owa Re- 
publican who IS conducting a COP 
probe of Whitewater-Madison. 
sent transcripts of the statements 
by James B McOougal to other 
GOP House members along with a 
report from House Banking Com- 
mittee GOP investigators raising 
questions about the Clintons' tax 
liability and truthfulness in the 
matter. 

New portions of the transcripts, 
a majority of which already have 
been made public arc from a 
March 24. 1992. uped conversa- 
tion between Me McOougal and 
Sheffield Nelson, a little Rock 
lawyer and former Arkansas GOP 
chairman who ran against Me 
Oinion for governor in 1990. 


But Mr. McOou^ last night im- 
pugned the validity of the tran- 
script. saymg it did not sound like 
the way he ulks. 

“It sounds fabricated." he told 
the .Associated Press. "I'm reserv- 
ing any further comment until 
whatever Republican prepared 
the transcript makes the onginal 
tape available. " He said the tape 
should also be given to VMme 
watcr-Madison special counsel 
Robert B Fiske Jr. 

.Mr. Nelson could not be reached 
for comment. 

.Mr McOou^. former owner of 
the failed Madison Guaranty Sav- 
ings and Loan .Association, was a 
partner with the Clintons in 
Whitewater Development Corp.. 
an unsuccessful real estate ven- 
ture in northern Arkansas. 

In his conversation with Mr. 
Nelson. Mr. McDougal said a 
S9.S00 interest payment on a 
Whitewater loan — a deduction 

see CLINTONS, page AlO 

• Sen. Ourenberger is tndicied 
again on Che some charges. A4 


CUNTpNS 

From page AI 


I claimed by the Oineons on subse- 
' quent income tax returns — was 
j never paid to him, despite White 
. House sutements that it was. 


Mr. McOougal apparently was 
referring to a S9JXX> dertaiction for 
interest payments by theCUntons 
on their personal tax return in 
I960. 

Me McOougal alao aaaerts that 
most, if not 7of a S30.000 loan 
takan out by Mrs. Ointon to build 


waiar lot was not repaid ^ the 
I Clintons but by the Whitewater 
I oorporatioa. But the assets de- 
rived from the loan were sold by 
the Qintons at a profit. 

! In the confidential report. GOP 
. investigators said that if the sute- 
I ments in the new transcripts at- 
tributed to Mr. .McOougal are ac- 
I curate, the Clinnxis could face 
serious tax liabilities. The presi- 
I dent also could face conflicts-of- 
! mterest problems stemming from 
I his tenure as governor and his 
: sute regulatory dominion over 
• Madison. 

Discussing the S9.S00 interest, 
“Well, you 
■ns. it's in- 


Mc McOougal said: 
know on their tax ret 


teresting that they show they paid 
S9.500 in interest to me. Did you 
notice that? Well, they didnX of 


Dougal-Nelson transcripts be- 
came pifolic — that the Clintons 
did in fact pay the S9.000 to Me 
McOougal in 19M as reimburse- 
ment for interest payiqents made 
by 2dc McDougal on the loan to 
purchase the Whitewater prop- 
erty 

Me Lindsey, who has been as- 
signed to answer questioos on an 
ongoing foderal investigatian at 
Whitewmer-Madison, did not r»> 


terday 

On the matter of the S30J)00 
loan “labelM HiU^y Rodham” 
from the Bank of Kiiupton (Ark.) 
sometime in 1983 or 1984 to build 
the model home. Mr. .McOougal . 


“OK. the property is in her . 
name. ... All right, but remembei; 
it^ a corporate asset.“ Me Me- ^ 
Oougal said in the new sutements . 
transcribed from upe recordings ■ 
of the cmversation. 

"They made no contribubon t^ 
ward the retiring of it [the loan]. It ; 
was entirely retired by the cor- ; 
poration. So you subtract that 
S30.000.**hesaid. 

Mr. McDougal said the Ointons 
then extracted the assets. 

“At the time the Clintons as- 
sumed control of the corporaden. 
the loan had been paid down » 
about S13.000." he said. “See? Tbm 
sold a corporate asset — the mod- 
ular heoM and the land it was ril- 
uated on — and used the proea^ 


“They didn't pay me. They may 
have paid someone dee. They have 
never paid ma a pemqrh inasraai. 
Tbay navsr oMmd ma any monapT 
Me McOougal said. 

But in an inforviaw widi AP in 
January, Me McOougal said ha ra- 
callad tha Ointons raakiag about 
S9 J)00 in paymoats t» him around 
that time. 

White House senior adviser 
Bruce Lindsey told The Whshtag- 
ton 'Times earlier this year— whan 
the first 38 pages of the Mc- 


[ they! hspt the di£formce.'So thnCh 
S30.000 off.” 

ThaHoostGOPbankiaiSltf 
said In its memo: “If McOouplh 
above are true, they 

wouM appamtocoan^ v^pnit 

that they were *passive inveamer 
and loot large sums of money in 

^^^VSeSSSmns have said they kMt 
more then S68JXW on the White- 
water land deal even though they 
never deductad suchaloea. 
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Improperly Failed to Disclose S&L Lii 


, P S«L O'Afnato wasn't fuBy satlsfiad 

WASHINGTON - Tba fOTemmenfi vnuei tbc PDIC« Mr. Hore and Refer 
saTiop-aod-loao deaotv afcacy »«• Altman, the depcty Treaswy seaetanr 
festcd tGu the Rose Law Finn, where andactiDf RTCduefezecudee.toafreetD 
mCaiy Rodham Ointoo and several ad- baTe the two rcfulaiory afendes' inspec- 
minittrahoQ were partnen. may tors general rcriew bow ^ agendes ban- 


i'669 


base improperly failed to disdose its daal- 
ing^witb a failed Artanstf thrift. 

t Resolution Trust Ooip.'s oootrac- 
ersifbt office listed sereral instances 
when the Qrm didn't disdose its past 
connections witb Madison Guaranty Sav- 
ings ft Loan to the RTC and to the Federal 
Deposit Insurance Oorp. The FDIC took 
over Madison in early 1989. and the RTC 
inherited the failed thrift when that agency 
was formed in August 1989. The FDIC and 
Jbe RTC hired Roee to handle Madisoo-re- 
d affairs after the thrift tailed. 

The' RTC report wu dated Feb. rand 
made pubtic after Sen. Atfoase D’Amato of 
New York, the ranking Republican on the 
Senate Banking Oooinittee, commented 
on it during a hearing on the RTCs 

performance. 

Hn a sepafatTreparTlp t wee k, the PD iC- 
said it hadn’t found evidence that the Rose 
I Qrm violated ooofUct-or-interest rules that 
were in force at the time. Testifying at the 
committee bearlngyesterday. acting FIHC 


died the Rose Lsw Firm issue. 

Mr. Altman, a longtime triend of the 


eua t ons. re^nnded lo a barrage of GOP 
questions about how be told the RTC to 
handle the Madison case and any contacts 
be bu bad with the White House on the 
matter. He said repeatedly that hir in- 
structions were to follow "exactly identical 
procedures" to those used in any enforce- 
ment case. 

Mr. Altman aid be initiated the only 
meeting with White House officials early 
this month. He said be asked for the 
meeting with White House oounsel.fier- 
aaid W. Nustbaum and otiien after get- 
ting queries from members of Oongress on 
bow the RTC would handle the case. He 
be thought the White House officials 
'd be told that the statute of Umita- 
00 suing Individuals involved tn-tbe 
son failure was to run out on Feb. 28, 
that the RTC would dtber seek to 
the deadline or would Ole any 


Chairman Andrew Hove said the age^s I Ikvkults by (hat date. Congress has ez- 
nilea at tbe thtw limy iwi arH kended the statute far Madison and many 

conflicts, "gwe had dealt with the appear a *****"*!** 


anceofconiii rt-itniftaty mat 
f Sion would have been diffcrenL" he said. 
JtTC mMOkurt rules, as wen as the cur - 
FDIC ones, are tougher than the did 


•fUlLrules.~r ~ 

■ Jh»wiiJUii.lUf omce said the repor t 

was being given m the RTCs general 
oouDSd for any ‘approixiate’' action. Ihe 
matter probably win be handled by an , 
RTC-FDIC tegateoafttcti committae. That 
panel decides whether law Anns that dial 
with either agency should be baned lha 
furtber RTC or FDIC work fornoiattaf dw 


Sen. D'Amato and odMT 0(P SMiaion 
on the Banking panel scisad on yanrday's 
bearing as an opportunity to raise ques- 
tions about the tatvotvement of Prasident 
and Mrs. nwif administratioo 

oflkials and the Roee Arm In the swirling 


Con>.> a reaKestate oompany 
the Cttntoos invested ia. Mr. D’Amato said 
the RTC did a better fob on the Rom Law 
Firm Inue than the FDIC dM in its re- 
port. 

Sen. Lauch Faircloth (IL. N.C). said 
the FDIC report sought to exonerate the 
Rom firm from sertoos oonfOds invotvtog 
Mrs. dtoton and WMistcr Hubbefl. who 
wu a Rom partner beading an nac case 

Riat k na.. Mgflwri 


gnna.MLHu 


fldaL Sen. FUrdoth called the FDIC re- 
port “an eight-page pica of insaaity." and 
Sen. D' Amato termed it "eight PM«a of 
sopbooorlc tegahstie mumbo Jumbo" that 

- ■* I*." 

pcevtousty bad n . 

MaHianii bcfoce thc Aikaiisu SeonttlM | 

^^Stotmutoffw^andiSliMSa JOURNAL FRIDAY. FEBRUARY tn 1994 


broker. The report atoo si 
didn't dadM ibl If haTuMd a FMt 
audit of MadMon't oondiaon to siMptot the 
stock-authoclatlan requHt betee tot at- 
cuntics agency. Rom filed a l a wa tot on 
bebatftdtheage SBftftftlBIllTOlUf ft ^ 
"defective" audit that tailed to dctoct that 
Madison wu inaivant. tbc RTC aM. 

Rom also didn’t report that Sett Ward 
and Seth Ward IL Mr. Hnbbairtfathartn- 
law and brotber4iHaw. lup e oi vily. had 
filed suits against Madiaon. tbc RTC said. 

It said the FNC later leaned of thc 
matter, but an FDIC attorney decided 
there wasn't a conflict 




1443 


#1994 

Sbf ^VUi JJork eimc5 


X001340 


1444 



1445 


5:00 


REOACIEB 


2/2/94 • HI schedule 


Altman, Williams, Mack in Mack's 


X001342 




1446 



REDACTED ' 

X001343 

oan 

TZa MMB 

MMMM 





1447 


“To: 


X001346 


&eJ2-/^ier 

^b>ev?. 


Aju %% &i4w>4^ 

AL.'T*^AAy 






1448 


RTC North Central Region 

CLIP SHEET 


X001 347 

Monday, March 9, 1992 


SdKted Ncw< Arttdci 


Public Afbin 


(WON DEFENDS 
.REAlcESTffiDEAL 

Says Hi Lost at Least $2$, 000 
and Did Nothing Improper 

Ilf OWEN inu 

XUfTTN, T«u. March • - Ooe. Ifll 
abK 0 R Aitaaaai laM today that bo 
and Ml wtfv. Killary. did noniat im* 
piopar vtiaa they anterad a raaKaitaM 
paftnarMHd wHb tha owair if a aav> 
Mil and idan bMUndoii that waa MM 
laa to aiata ragdlaUoa 
Spaaktaf to rnonera aa ha com* 
Mifnad tiuoi«h Toias today lar MMa 
M tha Oaaeeratle P r e al d ai i d a l ortisBa- 
ry 00 Twaday. Mr. Oidtan laM not an 
aitjeia ahoot tha pannariMp to Iha 
Nav YOM noM an luedayWa 
laadiM and mat hi mdlSa trtft tm 
BMrt thao tlMia to tha iolat wm 
"than «M no t mp roprtaty." Mr. 
aiotan taid of tha partnarMiM with Ma 
rerhiar aMa JaaMi R la 

dtaatep land In tha Oaafhar^^ 


Tha partnarahtp bagan la itTl vbaa 
Mr- atmoi) was ArtiaiwM'e Attorney 

Ctfionl “I was not yat Covomor,** ha 
said today, and Mr. McOoofM **wai 
not in any flnanetal jaaiiiialna** 

*'*Tha anida aotOM 10 imply that my 
wtfa and I had BO dnanctal nponnr 
ha want on. **Thrra*a ao thi ni moM ha 
/tmhar from tho truth. 

•*Wt waroh ' 


Mr. Ctnuoo aald. Na tattnad 0 » rala- 
uanahip ’*puraly prtvata toyaaunaac" 
that waa ''nomiat but a h« monay 
loaer far am.** 

Tha Tintea arUdt raiaad oaaatioM 
about tht CUntona* raiaUn^ with 
Mr. McDougal aad Whitawatar Daual* 
opmcat. a oorporauoa that ptanaad lo 
turn tha M aerea of Oaarta proparty 
imo lota fbr vaaitlM honma. 

Roeordi oManiad by Tha Nov Yorli 
Tiinoa vera incempMa, but dm anida 
q uaaoo n od the aiotona* biyotvosnom tn 
tha uaooirt at a ttmt vtMti Mr. McOeii* 

Mvbiia tnaUtiMOh. Madiaaa 




Cr. 


mmm it tW aad IMf i» 


l mprop«r t y dad uBUd ai Maat WjWd M 
Bd a caat paym—i an haA Mm 

maiM ihaiWhMtmatar Mail lir dM 


THE NEW YORK TIMES 
Much 9, 1992 


Lawyen Agree 
ToPayBigFine 
In S,& L, Cate 


■ySriFHCNLABATON 

*rretTr^riiTeiin— 

WASNINCTOH. March • - A Mad* 

ins New Yark law firm today agraod to 
pay S 41 milliOB to ootda Govanunam 
•oeuaatlona that it had laiproparly 
wtthhaM dafflaglns Information abetii 
tta chm. a targa aavinsa aaaoeittloii 


tafB and Man ioduatr/adMaacar. 

Shortlybaferaaauliasdliimmil- 
Hqb lavauK dw tha Oovanuiant aiad 
Mtdayaajo.Mwyaraatdmlirin.Kay. 
IchaMr. ntman. Maya A llaadMr. ah 


gMy M rapfttantlns Chirtaa M. 
KMihit Jr. and h« LtneoM lavinia 
and Lom AaaeclatMn aC Irviat. CaMt 
Thay wort taraad m aauM. dmy aaid. 
hy (ha OeveramaR'a mova ta tmm 
tha finn‘a aaaata. wtuch put dm firm 


Tha Oovonunem mid dda omntna 
chat dm aettMmom would **aaaurt that 
dm nrm*a aetlvitiaa that gavt rMt to 
r asaio mpeamd.'* 
inwhiehlby 


m ham a proMond Impact an a wave a 
MwwMi dm Couo rem a n t M pmpailai 
la tia in tha nani law waaka afUMa 
Mvyori, aeomncama and liohmi aa 
aeudvaa from leoroa af huumiloa 
aeiiad la March IMR Tha atatma c 
BmHat MnaonthotacaoaanamauttM 

**11 M untlhaly dmt R M dm Mft tla 
«• Ml uae inch an ordar pr ca a i vh 
aaaaiA'* aaid MarrM witmm, dd 
aommal ta dm Oftiea ar Thrift Sapar 
Mon. dm nsaocy that rafuMaai dm ai 
Mjilfiduatrymdtr 


Prtiiini auau M a taeue that < 
CouanMocnt hao tradldonally raiare 


CaRdnuadaii Fata CS, Cohima • 
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" lIjRi to tMM. Mr. aiRMB wid lit aad 
Mt ««r« dMir m 

fwardi am x» 

Inrytr. Si2i^F. ~ 


Mtn On Ttmti tftlclt «M pm\ 
MM, lilt OiMOM iiirM Mb itH 
quBHBferlnltrviMPi, 

MvytntttiitiMr^ii 

t Uf pf we. Tht Ittvtrt «*ft MM 
virtBd lor trrtral boon to ptmn tDd 
Mvtrtl Imirt by wMw M pf» 
vlMIScaJIdoainteM 
_ to M intMVtov to Hm Arbaatit 
OtfBocrtt Ctatttt today, Mr. McDoa* 
•Blwu qntcad u nytot dtot dto Oto> 
lOM dU noditag tiBpiBptr iBd ttiM 
aaiidloBniM 
Mata nr 


III A 9ipara»aMttmaM u Mr. ato>| 
im't m«i caBrortact today. San 


.jtowyar.taMba 

- J a lftan i m by tbt 
j am n o bto n dtantard at 
I by ^liiv yiNb Tlawo tad 
_ . _ rtor.iSrOonti.'' 

Ha atM that any HtiMUoB that Mr. 


X001348 

ithMdHlvadltonnnuari 


Ouaranty ta aubtodna ti„ 

poftiOD at tba jotot panatnWp “to aoti 
only fate but prabaMy aeUoaabto by 

Mr.RoutroaMinittotoaitiBam , 

tbort wu “M itok bMwton Whntwatarl 
OtvMopmtoR Oonpany and Madtaaai 
Gmnaa Savtags aadlaaiw*' 

Tin Tliata arttelt dtod racardt 
' dial to 1114. irttoa Wbtit* 
at Madtoon was avtr* 


H» aitklt ate calltd atiaacJea id 
Mr. OtoUD’o ammuam at Itvariy 
BaoMit Scbaftor. a towytr ta a firm 
Him bad n pnw m td Madiaoa Ouarta* 
ly. at Stan fccuricte Oommtoaiener at 
a tuna wiWB Uto tatoUQiUon lacad petal* 
bto dawn by dw autt. 

Today Mr. Ototoa said bto appatoi- 
'tog Mn. Scbafftr was im a way of 
aiding Mr. McOwgaL “1 had no W 


atUbtr dM my wtto have any contact." 
iha eandidaia Mid. 

I Mrs. tehaffOr. la a sMwmtm ate 
Inltaaad by tbt campaign, cancumd. 
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THE DEPUTY SECRETARY OF THE TREASURY 
WASHINOTON 

^007349 



Pleatt call 202/ 622-0402 if you do not racaivo all pages 
Mr. Altman's privata fax numt>ar is ; 202/ 622*0404 
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[JW to tajwt. Mr giNMi laii l» aai 


record mM .tfay ut vanm,, 
viiidi Ml U«y«r;Sm P. ItaMiJ 
J m rtbid M M •'howfi •ffw? I 
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« dw Tlrnu iniete «m pi*4 

tfw OMoai tvriMd tfivi fH 

duna for iniirrtm, kMiaotf nUlii^ 
lowytn to aniwor^OMCioiM about d» 
ooitrprm Hit Uwytd «tri ial«H 
vttwod for •tvorollmiro in pmoo ofH 

!»%SS?iy23!r**'‘'“ 

In oil iRtOiVlOW in TiM AflUUIMt 
DtmocrM OoMtti today. Mr. McDoiii 
aol «oi qu^ 01 Myian that (bt Chn> 
tana dM noOiM imDraptr and Him 
noMitr ho nor hS ttvtnp and (ton |M 
yrtit^ial iraatmtnt om iiata n|« 


In a laparatt futomam « Mr. t— . , 
ton'a ntwi eonfironea today. Saai| 


Ooaranty to lubMlio tbo OloioM* 
pocUon of tbo |olm yartntf^ *‘it not 
only falat but wobaMy acOooabio by 
MrTMcDoofat''^^^ 

Mr. Hauor laM in tba Mitoont Oiat 
tbtro vao **M Uidt bocwoon WMtovtior I 
OtvolopfiMm eonpaiw and Madtaool 
cuoranuf Savings and uoa.'* 

, m Hnaa ariiela aftod rooocdi 


S iSf SSdS^ 

Mo^ 1^ any mnnaon that Mr. 


Tlw aniela also caliod attanuoa to 
Mr. aimaa's ap poMto m i t of lovtrly 
lasaon tdmtkr, a lawyar in a flm 
that bad rap ro na ta d MadMoo Ouaran» 
ly. as Statt Sacurftiaa Commiaaionar at 
a tuM orbtn the iMlittniea faeod poatl* 
Mtcloouraby ditatatt. 

Today Mr. Climan said Ma apooiai* 
inn Mra Miaffar was not a «^ of 
aidiog Mr. McOoi«aL *'1 had no eon- 
taei with bar wba&otvar on this and 
otHher dM my wtfb havo any comact." 
tbo candMato said. 

Mrs. Sehafftr. in a stattmam alio 
roltaood by dw campat|a.«ancurrtd. 


• 9 # < 
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FAX TRANSMITTAL 



OfRe* «f die Oeaend Couoiel 
DBPAjnMENT OF THE ntEASURY 
ISOO Peanijdwile Ave., N.W., Room 3000 
Wadiiniloii. DC 30230 
(202) 622-02r7 
FAX: (202)fi2^2SS3 


DATS: tTiA. J /1?Y 

TO: ‘- 7^/: /Sjm/j. PAPES TO FOLLOW: f*/ 


PBQM t. '7jA/t 


SUBIECT; 

Addietaee FAX NO.; Conflnmiioa No.: 


Stous and Special Insrruaions: 
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U.S. HOUSE OP REPAESEHTATIVES 

eOMMHTTtt ON BANKma RNANCI AND UABAN APFAMt 
ONt HUNOMD THiAO CONOIIfM 
ai2l RAYtUDN NOUSI Omi lUHOINO 
WASNINOTON. OC 20I1M0I0 

February 1094 



iCr. Reger c. Alteaa 
XnterlB dO 

Reeolution Truet Corporation 

•01 i7tii street, NV 

tfaehlngton, DC 20434 

Dear Nr* Altaant 

X aa in receipt of your Fel»ruary x, 1994 reeponee to the letter 
initiated by Senate Republican leaderehip ooneeming Kadison 
savings and Lean and X an pleased to loam that the RXC <*¥111 
vigorously pursue all appropriate reaedies" with regard to 
Madison's failure; It seeas self-apparent that in order for the 
RTC to pursue vigorously all resedies it sust have all relevant 
infornation at its disposal. Accordingly, I urge the RTc to seeh 
and review all Wiitewater Developnent Corporation documents turned 
over by the white House to the Justice Department. 

In its investigation of Madison, the Minority has uncovered linics 
between Madison and Whitewater, some of which say have contributed 
to the thrift's failure. Mot only did James and Susan McOougal 
hold significant ownership interest in both entities (approwimately 
two thirds in Madison and one half in Whitewater), but the other 
joint owners of Whitewater (Bill and Hillary Clinton) appear to 
have benefited directly and indirectly from the application of 
Madison resources. (See the attached memo.] 

If the White Rouse chooses to use the Justice Department to shield 
Whitewater documents not only from the public and Confess, but 
from other government agencies, such as the RTC, which have 
legitimate public law enforcement responsibilities, it is hard to 
believe a responsible resolution of the issues involved can be made 
by regulatory authorities. 

X have high regard for your personal integrity, but as you know, 
from the beginning, it has been an awkward situation to have a 
presidentially appointed and confirmed offioer of the Treasury 
Department also head an independent federal agency, the Resolution 
Trust Corporation (RTC) . When this prospect was first suggested at 
the beginning of the Clinton Administration, it did 
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Nr. Nog#r c. Altitn 

t 

FAbruary )• I9f4 


not atrika tha Ninority aa ovarly unraaaonabla for a month or two 
givan tha fact that no BTC haad had baan aalaetad. 

Hevavar, it has baan ovar a yaar ainea tha Adainiatratlon haa baan 
in off iaa and it oan oniy ba daaeribad aa atrueturally unaaaaly for 
a political appointaa of an Bxecutiva branch dcpartaant to aako 
what arc in offact« lav anforcomant daeiaiona for an indapandant 
fadaral a^anoy aa thay may touch upon tha Fraaidant. 

Accordingly, X vould urge that you raquaat from tha Departmant of 
Traaaury'a oanaral ceunael and mthlem office adviea aa to %diathar 
you, aa intar in CEO of tha RTC, ara obligatad to racuaa youraalf 
from any daeiaiona conoarning tha raaolution of Madiaon Guaranty. 
JUat aa tha apacial coonaal lav vaa daaignad to raiiava tha 
Attorney General from an ethical dilemma of being both chief lav 
enforcement officer for the nation and chief legal adviaor to the 
Preeldant in circumatancea when the Fraaidant or a high level 
Adainiatration officer ia the aubject of inveatigation, ao it vould 
appear ethically gueationable for a political appointee of the 
Oepartaent of Treaaury to make daeiaiona for an independent federal 
agency when the Fraaidant may be implicated in enforcement and 
Civil actiona. 

Xn thia regard, it ahould be clear that the iaaue ia not whether a 
preaidentially appointed official can overaee an inveatigation 
involving the Fraaidant. Rather the iaaue ia that offieiala vith 
thia reaponalbility ahould be confirmed for the job vith that 
particular accountability. Aa you will recall it vaa a political 
appointee confirmed by the Senate that iaaued a ceaae and deeiat 
order for engaging in conflieta of intereat againat the aon of a 
former Freaident. 

Am you knov, despite your strong letter to the Chairman of the 
House Banking committee recommending againat extension, congress 
last year extended the statute of limitations for civil lavauita 
brought againat 84L wrongdoers. As you pointed out in your most 
recent letter, thia extension "has afforded the RTC an opportunity 
to investigate further any civil claims which may be aaaerted 
against individuals or entities associated vith Kadison Guaranty 
for fraud, intentional misconduct resulting in unjust enrichment, 
or intentional misconduct resulting in aubetantial loss to the 
institution." Given, however, the ia^ending running of the statute 
of limitations for certain kinds of actiona, time is clearly of the 
essence for the RTC to make judgments about civil accountability in 
the failure of Madison. 

Finally, X would like to reiterate my request, pursuant to Rules X 
and XI of the mouse Rules for all documents related to Madison 
dutr«nty 8«vings and Loeni kittle Rock, Arkansas. As you knov, 
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Mr. Sog«r C. Altman 
7aa« 3 

rafiruary 3| 1994 


on Doeoabor 9 , 1993, z vroto the RTC remeetlng aoceee to all 
doeuaente related to Nadieon Guaranty and Ita aubeldiariee. 

House and Committee Rules, House praetieee, an4 judicial precedent 
support the proposition that the Ranking Klnority Meaher ie the 
functional counterpart to the Chairaan for Committee action. This 
being the case, a regueet for documents made by the Ranking 
Minority Member has parallel standing with a reguest mads by the 
Chairman of the Committee. The Ranking Minority Member clearly has 
a voice in the process and is entitled to information that will 
enable the Ranking Minority MesJ^er to carry out his 
constitutionally mandated oversight responsibilities. 

Therefore, the courtesy of a definitive reply to this document 
regusst ie requested by 12 noon, Monday, February 7, 1994. on this 
matter, it is urged that you also consult with the Ethics Office as 
to the relevance of the previously discussed recusal issue. 

Again, let me stress that to the degree a conflict situation nay 
exist in this natter in no way reflects on your personal integrity. 
It is simply an awkward circumstance in contrast to a personal 
embarrassnsnt. 




JAL:gp 

Snelosurs 
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TO: 

Congressman Leach 

FROM: 

Banking Minority Staff 

RBt 

Madison Guaranty ("Madison") 


Zii r«vi«ving doouatnts rdlat«d to Madison in ths posssssion of 
Minority Banking, va havo coma across astsrial which say indicate 
direct paynent of a lean of Bill Clinton's hy Madison through a 
subsidiary. 

Since the Minority's investigation is concerned with the possible 
aisuss of federally insured funds to assist Whitewater and/or the 
former governor, we thought we should share the following 
ihforaation with you* 

•OMICBBY 

Based on docunantary evidence available to the Minority, it 
appears that Madison Marketing served, in at least one instance, 
as a conduit of funds fros Madison Guaranty to Whitewater and 
Governor Clinton. If this is correct, it would appear that 
insured funds* from the failed Madison Guaranty were diverted and 
directly benefitted the Governor and his investment in 
Whitewater, a claia Clinton had denied. 

DOCUMBMtATZOM 

* Zn 19B3, Bill Clinton obtained a loan fron Security Bank of 
Paragould, Arkansas for approximately $30, f 00 (loan #975* 
56S, Bill Clinton). The money fron this loan was used to 
pay off the remaining balance of a loan at Madison Bank and 
Trust of Kingston, Arkansas that was provided for the 
purpose of constructing a nodular home on lot #13 at . 
Whitewater Estates. The loan at Madison Bank was provided 
in 1980 to Hillary Clinton in the amount of $30, 000* 

* On November 8, 1989, James McDougal sent a letter 
aeeeiWpenied by a cheek to Charles Campbell, Vice President 
of security Bank of Paragould, for $7,322.43. The letter 
from McDougal states that the check is principal and 
interest payment on "Note #957-585, Bill Clinton." [Note: 

It appears that the loan number is a typographical error 
with the superimposing of numbers 5 and 7 in the first three 
digits.] 
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• Th« ehack NcOougmX •ncloa«d with his letter to Nr. Caspbell 
is s Mhitdweter Oevelopnent Corporation cheek dated Kovesher 
7 1 lets. The Xoen nuaber referer*:;ed on the oe&o portion of 
the cneok io "Note #S7S-5as." 

• Accordin*, .o the cheek Xedgers for the Whitewater 
OeveXopB.'nt Corporation (VOC)^ the corporation's checking 
account nad tae feXXovir»g baXancesi $189 .SO on 10*10*85; 
and, $1^.49 on 10-31-85. However, in order to cover the 
payveat of c 7, 322.41 on the Clinton loan, a deposit is 
recorded on Kovesher 8, 1985 in the amount of $7,500.00. 

The deposit is listed as coming from **Kadison Marketing.** 

4 A 1986 Federal Home Loan Bank Board exam gives the 
impression that Madison Marketing was largely a sham 
corporation used to divert federally insured resourcee to 
insiders. The exam notes that **ontil 1986, Susan NcDougal 
owned Madison Marketing.” The report also statee the 
followings 

”Madison Marketing is paid for doing all the general 
advertising for Madison Ouaranty and moat of the 
advertising for Madison Financial's land development 
prolects. All of Madison Marketing's business is 
derived from Madison Guaranty or its subsidiaries. 

Since 1983 these payments total $1,532,000.” 

"Given the evidence of Madison Marketing's invoices, it 
is questionable how much of these advertising services 
are actually performed by the firm. The actual work 
... appears to be performed by others. It would appear 
that Madison Guaranty could have an employee perform 
similar work for much less money.** 

”Nr. Latham [an officer of Madison] stated that Madison 
Marketing made no payments to any stockholders. This 
statement is false. As part of a test for such 
payments, the examiners discovered two remittances from 
Madison Marketing to Susan NcDougal fa large 
stockholder of Madison] which total $90, 000 • This was 
a test, and there may be adUlitional payvMnts.” 

coHeuiexov 

Given the above circumstances, it would appear that federally 
insured deposits (i.e., funds from Madison Guaranty through 
Madison Marketing) , which, with the later failure of Madison 
became, in effect, taxpayer obligations, were transferred for the 
direct personal benefit of the former Governor. 

The above payment also raises the question of whether Whitewatgr 
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was traatad as an affiliata or ralatad intaraot of Madison 
Guaranty and tharafora subjact to conflict of intarast atatutas. 
Froa a lagaX parspactivaf it could ba arguad that tha KcDougals' 
contrclling intarast in Madison Guaranty and thair substantial 
ovnership intarast in Whitavatar could qualify whiteuatar as an 
"affiliata” of Madison Guaranty* Evan if Whitavatar is not 
oonsidarad a subsidiaryi ralatad intaraot, or affiliata of 
Madison Guaranty, suoh an axtanslon of funds to a prasusably 
"unaffiliatad" antity vould ba vary unusual and auspaet. 

It has baan publicly raportad, with raspact to this loan 
rapaymant, that both Whitavatar and tha Clintons took a tax 
daduction ralatad to intarast paid on tha sama loan — which tha 
Clintons latar racognizad as iapropar doubla daduction after an 
article ran in tha Nav York Tinas . What raaains unclear is tha 
larger question of whether the funds provided by Madison to 
reduce the Clinton's liability vara propar or properly raportad 
as income for income tax purposes* 

Am you know, va have racaivad broad hints from within tha RTC 
that the agency has had under review money transfers froa Madison 
to Whitavatar* Wa will not know whether this type of activity 
was more pervasive and part of a larger pattern unless, and 
until, tha agency provides us the documents va have requested • 

If Madison provided any direct or indirect assistance to 
Whitavatar, presumably half the value of such would redound to 
tha advantage of each of tha half owners. In any regard, tha 
above money transfer underscores that than Governor Clinton had 
personal liabilities reduced by a payment froa Madison* such 
payment presumably carries ethical as well as tax implications 
and is part and parcel of the $47 to $60 million estimated 
taxpayer loss at Madison* 

Attachments 
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JIM MeDOOGAL 

P. C. Bos 1SB3 
Li celt Rpck, Arkanttj 72203 
Kovtsbar 8» 1985 


Hr. Ch«rltt D. Cpopbpll 
Vie« PrasldMC 
Spcurity Bank 
P. 0. Box 670 
PiVAfouldf Axkaatoj 72A50 

Ui Neu #957-585, Bill Clinton 


Ditr Mr. Campbolls 


525^?;*»4*a? B.v.lcp«.Bt Cocfos.tien eh.ek 

iS4?2t2J«t^.y52r;rii:!2!!J5:'ss\6raj.*L?2:®"’ 


Thank you for your attanclon to ehla aaatar. 


Sineortlyi 

‘pff 

Jim MeOoufal 


JM/ff 
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If 
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Mediaon Market ina 
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THE WHITE HOUSE 
WASHINGTON 


X001 377 


September 20, 1993 


Dear Senator Bumpers: 

ThanX you for your letter concerning the Resolution 
Trust Corporation's ("RTC's") litigation policies on 
professional liability suits. You have raised 
important issues that need to be addressed by the Chief 
Executive Officer ("CEO") of the RTC. 

I understand that Roger Altman, in his capacity as 
interim CEO of the RTC, will be responding directly to 
you. 

Please let me know if I can be of further assistance. 

Sincerely, 


Bernard W. Nussbaum 
Counsel to the President 


The Honorable Dale Bumpers 

Chairmam 1 ^ 

Committee on Small msiness 

428A Russell Senate Office Building 

Washington, D.C. 2O510'>,^ 


cc: Roger C. Altman 
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THE WHITE HOUSE 
WASHINGTON 
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J~l\ji rL-o^rti,^ 
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FAX TRANSMITTAL XOOl 379 


■ OfliM of die Oenetal Couiuet 
DEPARTMENT OF THE TREASURY 
ISOO PtniuylvaoU Ave., N.W.. Room 3000 
Washington, DC 30220 
TOtphmt: (202) 422-0287 
FAXi (202) 022-2882 



Hottt and Spedal hatnaUmt: 
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Department 

tn- carlo. wat.on of the Treasury 

Departmental 

room: wh date: 8/18/93 Offices 

Office of the 
General Counsel 


Carlos t 

One Treasury signature can ta3ce quite a 
while. Sorry I Enclosed please find the 
signed letter froa Mr. Altaian to Senator 
Bumpers as veil as a proposed response for 
Mr. Nussbaum to send to senator Bumpers* 

Z apologize for the delay in getting 
this to you. It took a while to get the 
Altman letter approved here at Treasury. 
Please let me know if there is anything I can 
do to help you. 

Sincerely, 


Dan Cooke 
622*1926 


room 

phone 
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August IS# 1993 


Ths Honorabls Dais Buapars 
Chaiman 

CoBBittaa on Snail Bus inass 

42SA Russall Sanata Offioa Building 

Washington# DC 20S10 

Daar Dais# 

Way bacH in fourth or fifth grads# Z soBStinss told ny 
taacher that ths family dog ats ny honsvorlc. Zt wasn't. a 
particularly affaetivs rasponss# but r always figurad that it was 
battar than nothing. 

Wall# tha RTC dog apparantly ata your lattar of savaral 
nonths ago on the aganey's standards for pursuing profassional 
liability claina against diractors and on its ganaral litigation 
policlas. Unforunataly# it just now cans to ay attention that 
you did not gat a rasponsa# and Z apologias. That should navar 
happen. 

Z share your opinion that tha RTC naada to review ita 
policies on the initiation and pursuit of profassional liability 
litigation. The Secretary of the Treasury# in his capacity as 
Chairman of the Thrift Depositor Protection Oversight Board# has 
committed to review and recommend improvements in tha 
organisation and staffing of tha Profassional Liability Section 
of tha RTC as part of his nine-point plan for tha agency. Z 
believe a feature of that review process should include 
consideration of ths standards used by the Legal Division to 
determine when to pursue liability claims against directors 
specifically and the extent to which litigation should be 
initiated and pursued generally. Stanley Tate# our nominee for 
RTC CEO# also feels strongly in these directions. 

Zf he is confirmed by the senate# ha will pursue this matter 
vigorously. As you are no doubt aware# the negligence standard 


SOI 17th stmt, HW W uh ktglon , OG »4S4 
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has becoBS an isaus in the RTC funding bill. Ws obviously nssd 
to wait and sse how tha bill addreasss this issus« but X do not 
belisvo VO should wait for the bill to strengthon the policy used 
to initiate and pursue all claiBs. 

The RTC is currently coapleting the first stage of this 
review and is collecting infonnation relating to this issue from 
its own records, the Federal Deposit Insurance Corporation, and 
the Office of Thrift Supervision in response to a request from 
Roprsaentative Henry B. Gonsalez. X vill keep you infomed as 
this Batter develops. Again, please accept ay apologies for the 
delayed response. 


Sincei^ely, 

Roger C. Mtaan 

Inter iB Chief Executive Officer 
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Th« Ronorabl# Dala Buaq^ra 
GhairMn 

Comnittaa on Snail Buainoss 

42SA Russoll Sonata Offico Building 

Washington, DC 20Sio 

Daar Sanator Bunpora: 

Thank you for your lattar concerning the Resolution Trust 
Corporation's ("RTC's") litigation policies on professional 
liability suits. You have raised iaportant issues that need to 
be addressed by the Chief Executive Officer ("CEO”) of the RTC. 

Z understand that Roger Altman# in his capacity as interim 
CEO of the RTC# will be responding directly to you. 

Please let me )cnov if z can be of further assistance. 


Sincerely# 


Bernard Nussbaum 
Counsel to the President 


ec: Roger C. Altman 
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THC WHITE HOUSE 

WASHINGTON X 00 1 423 


JULY 7, 19» 


MEMORANDUM 


TO: BERNARD W. NUSSBAUM 

CX)UNSEL TO THE PRESIDENT 

FROM: VINCENT W.FOSTCR^ 

DEPUTY COUNSEL TO THE PRESIDENT 

SUBJECT: LETTER FROM SENATOR BUMPERS REG ARDING RESOLUTION 
TRUST CORPORAHON, MAY 26 , 1993 


As you will note, I was copied on the letter from Senator Bumpers to Roger Altman 
and you concerning director-ne^enoe cases by the Resolution Trust Corporation. I am 
recused from partidpatiqg in any consideration of this letter. My former law firm 
represented the RTC in certain director-negligence cases in Arkansas. In addition. Senator 
Bumpers includes a letter received from Seth Ward. For your information, Mr. Ward is the 
father-in-law of Associate General Webb Hubbell who^ as you know, was also a member of 
n^ former law firm. 
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Hnitd $kmt 

CoMMimi M Smau Bumnem 
Waimmovm. OC 208104910 

May 26, 1993 


Honorable Roger Altman 

Chief Executive Officer Bernard Mueabaum 

Resolution Trust Corporation Counsel to the President 

801 17th Street, N.N., Suite 1001 The White House 
Washington, D.C. 20434-1001 Washington D.C. 20500 

Dear Roger and Bernard: 

I am writing to ask that you and others in the Administration 
review government policies with regard to litigation by the RTC 
of so-called director-negligence cases, as %#ell as RTC's 
litigation policies generally. A number of the cases %ihich have 
been brought to ny attention seem to be both stale and of very 
questionable merit. 

My concern is partly prompted by a recent jury verdict in the 
Western District of Arkansas in favor of several well-known 
Fayetteville businessmen who were directors of First Federal 
Savings and Loan of Fayetteville. I know most of these men %iell, 
and the case is summarised by a letter I received from one of the 
defense lawyers which is enclosed. 

Please understand that I do not question in the least that the 
government should pursue aggressively any case where there is 
evidence of fraud or self-dealing by the directors and officers 
of a failed savings and loan. Hoi#ever, as a one-time Arkansas 
trial la%#yer of some experience, X can tell you that cases such 
as this, based purely on negligence, are difficult to %rin. This 
is especially so when the allegations are many years old .and %dien 
the government is the plaintiff. 

Most states have negligence statutes of limitation of two or 
three years, and for good reason: witnesses' recollections 

beyond that point are very unreliable. Congress has extended the 
statute for these cases, although I recently voted against a 
further extension. Any negligence case ten years old is 
virtually impossible to prove because the witnesses' memories 
have entirely faded. 

Based on some of the complaints which have been filed lately, it 
appears that RTC's litigators are trying to make themselves look 
aggressive. Some of the legal fees are enormous, and X honestly 
believe some cases are filed for pure settlement value. 
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Itosars. Altaan and Nuasbauai 
May 26, 1993 
Paya Two 


Alao anelosad ia a lattar* I racalvod froai Sath Ward ragaxding 
rathar voluadnoua litigation batwaan him and RTC which waa 
_aaaantially a collataral attack on a atata court judgnant %diich 
Sath had %«on for braach of contract againat Nadiaon Guaranty 
Savinga and Loan. Aa you will aaa, that caaa muat hava aat aona 
kind of record for tha amount of lawyara' and judgaa' tima 
conaunad . 

I %fould appreciate your reviewing the encloaad lattara regarding 
RTC V. Eaaon at al, and Ward v. RTC and relatea caaaa. Of 
couraa, I have no view %vhethar the government 'a appeal in Baaon 
ia %fall- founded aa a matter of law. Rowavar, knowing thaaa 
dafandanta and aaaing what abort ahrift tha jury gave to tha 
government* a caaa after a aix-day trial givaa me aoiaa concern 
about the overall litigation policy. 

I look forward to hearing from you. 


Sincerely, 


Dale Bumpara 


DB/ jwbr 

Bncloaura 

cci Vince Foatar 
Mack McLarty 
Bill Kennedy 


I 
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May 12. 1993 


RE: RTC V. Bason 

Ukiited States District Court Cor 
the Western District of Arkansas 
Cftgfi yp, 9 2- S.033- 

Honorable Dale Bumpers 
United States Senator for 
the State of Arkansas 
229 Dirksen Building 
Washington, D.C. 20510 

Dear Senator Bumpers: 

The efforts of the United States Government to recover the losses 
of its insuring agencies arising from the savings and loan debacle 
have been in the courts for several years now. The first wave of 
litigation was to put the crooks in jail; the second %rave of 
litigation was to recover from those who had committed fraud and 
self-dealing; the third wave of litigation hats become a political 
hot potato, and this letter will address a very direct and negative 
impact that such litigation has on your constituents. Z am sure 
that among the concerns of your office are the practicality, 
fairness and financial viability of the RTC efforts. This letter 
is to provide you with firsthand information in that regard. 

I represent five directors of the failed First Federal Savings and 
Loan of Fayetteville. These directors are A1 Bason (who founded 
the institution in 1953), Joe Upchurch, Dr. Warren Murry, Fred 
Robinson and Rex Smith. These gentlemen, all now in their sixties, 
seventies and eighties, established through decades of living and 
working in Northwest Arkansas unquestionable reputations as 
con^etent and successful businessmen, honest citizens and community 
leaders and volunteers. 

They coped as best they could with the crisis and decimation of the 
savings and loan industry that begam with runaway inflation and 
deregulation in the late 70 's and early 60* s, and concluded with 
the collapse of the comsiercial real estate market aind oil industry 
in the lat.e 1980 *s - al^ -of which were beyond the control and 
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foreseeability of savings and loan officers and directors. 

Zn this crisis, Pirst Federal of Fayetteville lost several millions 
of dollars. Because of a statutorily extended statute of 
limitations, the federal government had until early 1992 to sue 
these directors for loans (and alleged negligence) by them in the 
early 1980' s. 

In March, 1992, three years after the RTC had seised their 
institution and their officers and directors insurance policies had 
lapsed, and almost a decade after the alleged acts of negligence 
had occurred and when all of these men «»ere on the verge of or well 
into retirement, they were sued for eight million dollars. 

One year later, after they had paid hundreds of thousands of 
dollars of legal fees out of their own poclcets, suffered terrific 
fear and uncertainty as to their financial security and a € day 
jury trial, the jury returned a very quick verdict of no liability. 


The RTC refused to discuss settlement because of certain * formulas* 
they alluded to but of which we were not apprised. Though the 
RTC's case survived pretrial motions to dismiss and motions for 
summary judgement, and motions at trial for judgment as a matter of 
law, it was by the scantest thread at each occasion. The jury made 
short work of the threadbare factual issues. While the case 
apparently does not justify sanctions under the federal rules for 
being completely spurious, it has not only been devastating to 
these mens' lives and financial situations merely to defend the 
suit, it has created great concern of those who are presently on 
the boards of our local businesses and financial institutions that 
they, a decade hence, can be dragged into court to answer for any 
conceivable loss that, in hindsight, arguably shouldn't have 
occurred. 

The RTC has now filed a timely notice of appeal, prolonging the 
costs and trauma to ay clients. Obviously, they must and will see 
this through by the legal process and I am certain of final vin- 
dication. The RTC's grounds for appeal are as weak as tap water. 
Nevertheless, since our vindication, I have been contacted from 
counsel throughout the United States whose clients are facing these 
same allegations. This third wave of litigation, suing directors 
years and years later for alleged negligence in making decisions 
which were, at the time, the best and only decisions that could be 
made in a crisis, may create a minimally sustainable legal 
question, but it is beyond the boundaries of what is politically 
right and economically practical in picking up the shreds of the 
fa:iled savings and loan industry. 

Thank you for your consideration in these matters, and I irould be 
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•ager to provide you further information in this regard. 

Sincerely, 

DXVIS, COX a WRIGHT 

Jackson Butt IX 

WJB:lk f I 

cc: A1 Bason 

Rex Smith 
Joe Upchurch 
Warren Murry 
J.P. RObinson 
Margaret RObinson Walker 
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R«t RTC V. EA8on« and tha 
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Mr. Lanoa Stee)mll 
Atternay atJM 
a 00 Onaok >laaa 
100 Waat/5th Straat 
Tulaa, OK 74103-4210 


Daar Lanca: 


Ha hava raeaivad tha RTC' a Notica of Appaal. Ovar and abova tha 
nomal diaappolntaant that ariaaa whan a casa is von and tha loaar 
appaala, thia appaal ia particularly fruatrating and parplaxing. 

Aa a taxpayar, 2 aaa ay tax dollars baing wastad on thia caaa. It 
ia obvious in hindsight that tha inharant waaknass of tha 
govamnant casa was aggravated by its not proparly preparing its 
daatagaa iaau*^ and that prior to filing it did not hava^ and during 
case preparation could not develop, a prasantabla expert on tha 
■attar of liability. 


Hhan my partner, Sid Davis, was assisting our clients in^ responding 
to tha pretrial subpoenas, ha had tha proaisa of RTC attorney Naysa 
Day that tha govarnnant had not asda a decision whether tha narits 
of this casa justified filing it. It was disappointing to receive, 
within hours of our response to tha subpoena, a conprahansivaly 
pleaded lawsuit filed against our clients. Again, hindsight 
reflected that tan years after these loans vara made tha govarnnant 
was running out of tine to file suit, not that- it had nada any 
carefully considered decision aa to tha narits of this lawsuit. Ha 
believe that Mayaa Day lied to us, and that her actions throughout 
thia trial hava reflected poor practical, legal, financial and 
■oral judgnant. 

After you deposed A1 Eason, X think it was obvious to you that Mr. 
Bason was an honest and conpatant savings and loan officer and 
there was no fraud or self dealing. It also bacana obvious to tha 
RTC early on that there was no insurance coverage and tha vary 
substantial defense cost of this case would cone out of ‘ our 
clients' pockets. I urged you then to aake a practical and moral 
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decision to drop this case. Not only did the RTC not drop the 
case, it never made a sett lament offer. 

Z call your attention to an excerpt from the "Bank Bail-Out 
Litigation News" in which the former OTS chief counsel Harris 
Weinstein urged the federal agencies to drop their focus on 
negligence in lawsuits, in favor of finding even "the slightest 
evidence of self-dealing and fraud". 

The lack of any such evidence was obvious to you and the entire RTC 
litigation team from the beginning. Your opening words to the jury 
were to disclaim even the slightest evidence of self-dealing and 
fraud. As Mr. Weinstein notes, cases based solely on negligence 
are fraught with difficulties, generally unprofitable and are 
backward looking leaving no room for error. Rather than creating 
any deterrent effect for present directors and officers, such cases 
merely chase away competent persons who would otherwise be willing 
to serve on bank boards. 

I can assure you that the trauma and costs of litigating this 
matter in our community are well known and have likely caused many 
persons who are serving or may have served on boards to decline to 
do so. 

The government, through the FDIC, OTS and RTC, has made its best 
efforts to chase the S & L crooks into jail, and that is fine. The 
government has made its best efforts to collect from those who were 
involved in fraud and self-dealing, and that is fine. But now, the 
government, and you as its tool, are making a reprehensible moral 
and financial decision to t^ to recover from honest people, with 
demonstrated records of business success and community integrity, 
losses that, as you agreed many times to the jury in this trial, 
were part and parcel of the failure of the savings and loan 
industry throughout the United States which resulted from 
circumstances beyond the control of any of these people. 

This is what I consider to be a waste of the taxpayers' money and 
a moral travesty. I am quite sure that this letter will not cause 
you to terminate your efforts. Neysa Day must justify what was 
demonstrably very poor legal and practical judgment on her part, 
and thus will pursue this to its final appeal, wasting further 
money. Oh, if she were only an S & L director with respect to her 
judgment on this case and I the RTC attorney! 

Nevertheless, moral decisions occasionally play a role in legal 
outcomes, and I feel compelled to express to you my objections over 
the continuation of this unnecessary lawsuit that is unfair and Nr. 
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financially damaging both to ny clients and to all taxpayers in 
general. 

Thank you for your consideration. 

Sincerely, 

DAVIS, COX & WRIGHT 


William Jackson Butt, . II 

WJB:skg 


cc: Hon. Senator Dale Bumpers ^ 

Hon. Senator David Pryor 
Hon. Congressman Tim Hutchinson 
Mr. A. P. Eason, Jr. 

Mr. Rex Alan Smith 
Mr. Joe A. Upchurch 
Dr. J. Warren Murrey 
Mr. J.F. Robinson 
Margaret Robinson Walker 
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Senator Dale Bumpers 

Senate Dirksen Building, Room 229 

Washington, D.C. 20510 

Senator David Pryor 
267 Russell Building 
Washington, D.C. 20510 

Dear Senators: 

I am writing to bring to your attention my recent 
litigation experience with the Resolution Trust 
Corporation ("RTC”). Although that litigation was 
settled last month, 1 will never be able to forget the 
RTC's gross abuse of power and waste of taxpayer money 
in mindlessly pursuing its claim against me, with no 
regard for either the merits of its legal position ox 
the costs of the litigation. 

In 1985, I entered into a fully executed written 
contract with Madison Guaranty Savings and Loan 
Association ("Madison Guaranty") and Madison Financial 
Corporation ("MFC") pursuant to which I was to be paid 
certain real estate commissions in connection with the 
sale of undeveloped property. Although Madison 
Guaranty and MFC made over 11,500,000 on the sales of 
that property, they subsequently refused to pay my real 
estate commissions. Therefore, on September 2, 1987, Z 
filed suit against them in Pulaski County Circuit Court 
for breach of our written real estate commission 
contract . 

On September 6, 1988, after a two-day jury trial, 

I was awarded a judgment against Madison Guaranty and 
MFC in the sum of 8353,000. On October 6, 1988, 

Madison Guaranty and MFC appealed that judgment to the 
Arkansas Court of Appeals. 
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On February 10, 1989, Madison Guaranty was 
declared insolvent and FSLIC was appointed as its 
receiver. On March 10, 1989, FSLIC removed Madison 
Guaranty's state court appeal of my judgment to federal 
district court and unleashed a litigation firestorm for 
the sole purpose of forcing me to spend the full amount 
of my state court judgment defending that action. 

It would take me a dozen pages to review the full 
procedural history of this case as FSLIC and, later, 
its successor, the RTC, pursued a meritless but 
incredibly expensive collateral attack on my state 
court judgment, even though the Arkansas Court of 
Appeals issued an October 25, 1989 per curiam order and 
mandate that dismissed the RTC's appeal of this case 
and that allowed me to fully satisfy my $353,000 
judgment. Suffice it to say, after FSLIC *s initial 
removal of this case to federal district court on - 
March 10, 1989, Judge Reasoner remanded the case back 
to the Arkansas Court of Appeals; the RTC removed the 
case a second time from the Arkansas Court of Appeals 
to federal district court; and FSLIC and the RTC 
appealed subsequent adverse rulings from the federal 
district court to the Eighth Circuit on four separate 
occasions: In re FSLIC , 881 F.2d 564 (8th Cir. 1989); 

In re RTC, 888 F.2d 57 (8th Cir. 1989); Ward v. RTC, 

888 F.2d 57 (8th Cir. 1990); Ward v. RTC . 972 F.2d 196 
(8th Cir, 1992), cert , denied 113 S.Ct. 1412 (1993). 
Although such a procedural history is normally reserved 
for only the most complex antitrust cases, the RTC 
managed to accomplish this feat in a post-removal state 
court appeal in which the only issue concerned whether 
it could collaterally attack my final, fully satisfied 
$353,000 state court judgment! 

Throughout my four-year battle with the RTC, it 
was represented by at least one partner and one or more 
associates with Friday, Eldredge 6 Clark and at least 
one partner and one or more associates from the 
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Washington, O.C. offices of either Hopkins & Sutter or 
Nixon & Hargraves. In the various appellate briefs 
PSLIC and the RTC filed in our frequent trips to the 
Eighth Circuit, they often listed the names of no less 
than seven attorneys affiliated with four different 
firms or agencies as their attorneys of record. 
Notwithstanding the narrow nature of their collateral 
attack on my final and fully satisfied state 
court judgment, the RTC's attorneys managed to generate 
a blizzard of pleadings, motions, and appellate briefs 
that now almost fill a four-dra%rer filing cabinet in my 
lawyer's office. 

My attorneys' fees and expenses associated with 
defending against the RTC's attack now total over 
$250,000. It simply boggles the mind to consider what 
the RTC must have paid its "teams" of attorneys who 
have represented it in this matter. Surely, those fees 
exceed $500,000. ■ - 

During the first year of this litigation, my 
lawyer realized that, for both sides, the cost of 
pursuing and defending this matter could easily exceed 
the $353,000 that was at issue. Although he repeatedly 
urged the RTC's attorneys to consider a settlement, 
they refused even to discuss that subject with him. 

On July 19, 1991, Judge Reasoner ruled that the 
Arkansas Court of Appeals' October 25, 1989 Mandate 
dismissing the RTC's appeal of my final, fully 
satisfied state court judgment was entitled to res 
judicata effect and that the RTC could not collaterally 
attack that judgment in federal district court. On 
July 30, 1992, the Eighth Circuit reversed that ruling 
and remanded the case to Judge Reasoner for development 
of the facts surrounding the RTC's claims that my 
judgment should be vacated. Ward v. RTC , supra . Thus, 
after years of incredibly expensive litigation, I found 
myself back where the case began when it was originally 
removed to federal district court on March 10, 1989. 
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Although I was confident that the RTC would not be 
able to vacate my judgment, my attorney reminded me 
that, even if we again won before Judge Reasoner, the 
RTC would appeal that decision to the Eighth Circuit 
and the United States Supreme Court. Thus, by the time 
this litigation was finally concluded in my favor, 1 
would have expended not only what little still remained 
of my $353,000 judgment, but also a substantial amount 
of additional money. My attorney recommended that we 
try once again to settle the case, and 1 reluctantly 
agreed . 

Having been paid hundreds of thousands of dollars 
pursuing this matter over the last four years, the 
RTC's attorneys finally agreed to recommend a 
settlement in which I was required to pay the RTC a 
portion of my $353,000 state court judgment. On 
April 30, 1993, the RTC formally entered into that 
settlement and the pending federal litigation was 
dismissed with prejudice. The €unount of the payment I 
was required to make under the settlement agreement, 
combined with the attorneys' fees I previously had 
incurred, placed me in the position of having expended 
the full amount of my $353,000 judgment just to defend 
myself and to put an end to this litigation. 

It is simply outrageous for the RTC to use the 
unlimited tax funds at its disposal to grind down an 
innocent third party who was awarded a judgment against 
a now insolvent Savings and Loan Association after a 
full jury trial. The end result of such mindless 
litigation is that: (a) the RTC spends far more on 

attorney fees and expenses than the total amount it 
stands to recover — even if it wins; (b) private 
citizens are forced to fight a war of attrition with 
their own government that they cannot possibly win; and 
(c) the legions of outside lawyers who represent the 
RTC in those cases laugh all the way to the bank. 
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During the last year, Forbes Magazine featured a 
lengthy article on the RTC*s pursuit of frivolous 
claims against innocent outside directors of insolvent 
savings and loan institutions who have been forced into 
bankruptcy or deep debt defending themselves. 
Additionally, there have been several recent articles 
in the Wall Street Journal that have detailed the 
outrageous billing practices of many of the lav firms 
who have performed work for the HTC. In short, I 
believe there is clear evidence that the RTC has 
violated the public trust in managing the so-called 
savings and loan bailout. 

I respectfully urge both of you to request that 
the appropriate Senate committee conduct an immediate 
investigation into the RTC's conduct in managing and 
supervising the savings and loan bailout. Such an 
investigation will allow both Congress and the nation 
to see how the RTC has squandered millions of taxpayer 
dollars pursuing meritless litigationa and, in the 
process, ruined the lives of many Americans. As part 
of that investigation, those of us who have experienced 
first hand the RTC's gross abuse of power and misuse of 
our tax dollars should be allowed to be heard. 

Finally, 1 also urge both of you to oppose the 
appropriation of any additional funds for the RTC until 
that agency demonstrates that it is capable of Mking 
rational decisions and expending tax dollars wisely. 

Sincerely, 

Seth Ward 
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February 22 , 1993 


MEMORANDUM FOR WHITE HOUSE STAFF 

FROM: BERNARD W. NUSSBAUN 

COUNSEL TO THE PRESIDENT / 

STEPHEN R. NEUWIRTH 

ASSOCIATE COUNSEL TO THE PRESIDENT 


It is important that all wenbers of tha White House staff 
recognize that there are significant restrictions on th e kinds of 
communications a member of the White HQUse_staff mav have with 
independent regulatory agencies. Executive agen cies, and their 
components . These restrictions apply with particular force where 
agencies have an adjudicative, investigative, enforcement, 
intelligence, or procurement function. Violations of these 
restrictions may result not only in significant embarrassment to 
the individual involved and the White House, but in legal 
sanctions against the individual as well. 

The following discussion sets forth the restrictions 
applicable when staff are in contact with an agency. It is 
critical that vou review this material carefully . If you have 
any questions, please consult the Counsel's office before making 
any contact with an agency. 

A. Contact with regulatory, investigative, intelligence, and 

prggur^ffisniL. .a<ieag.igg t . ^ I 

1. Regulatory Agencies : The cases that come before these 

agencies are of two general types: rulemaking and 

adjudicative. Both normally involve high stakes, are 
very complicated, and are extremely important to the 
parties concerned. 

There is generally no justification for any White House 
involvement in particular adjudicative or rulemaking 
proceedings at any agency. Therefore, as a general 
rule, no member of the staff should contact fal anv 
agency in regard to anv adjudicative natter pending 
before that agency, or fbl_^v independent agency in 
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Th« following agencies, or components of Executive 
departments or agencies, have significant regulatory or 
adjudicative functions* Accordingly, they should not 
be contacted with respect to the exercise of those 
functions without prior clearance from the Counsel's 
office (which clearance generally will be given for 
adjudicative actions and will be considered only on a 
case-by-case basis for regulatory actions) : 

Environmental Protection Agency 
Equal Employment Opportunity Commission 
Federal Aviation Administration 
(Transportation) 

Federal Energy Regulatory Commission 
(Energy) 

Federal Labor Relations Authority 
Food and Drug Administration 
(KHS) 

Foreign Claims Settlement Commission 
(Justice) 

Immigration and Naturalization Service 
(Justice) 

Merit Systems Protection Board 
Mine Safety and Health Administration 
(Labor) 

National Highway Traffic Safety Administration 
(Transportation) 

Occupational Safety and Health Administration 
(Labor) 

overseas Private Investment Corporation 
Pension Benefit Guaranty Corporation 
Social Security Administration 
(HHS) 

U.S. Parole Commission 
(Justice) 

This list is merely illustrative* Many bureaus and 
divisions of agencies have authority to issue binding 
regulations or to decide specific claims, and the same 
rules on prior clearance from the Counsel's office 
apply for those entities as well* 

You should be aware that the President and Vice- 
President are presently considering certain changes to 
the regulatory review process, and further instructions 
on contacts with regulatory agencies may be forthcoming 
as those changes are adopted* 

2. Inveatlqatt v* and Inflllaenc* Aaenclest Aa a*t forth 
in Part B of this section, the ban on agency contacts 
extends to the litigating, investigative and 
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adjudicatory divisions of ths Dapartsant of Justica. 

Tha saaa rulas also apply to tha Zntarnal Ravanua 
Sarvica, tha Znspactors Ganaral, tha Spacial Counsal of 
tha Karit Systaas Protaction Board* and siailar 
coaponants of dapartaants and agancias with authority 
to invast igata chargas of aisconduct* to conduct audits 
of specific prograas* or to bring coaplaints bafora 
courts or other adjudicative bodies* 

White House staff should also confer vith tha Counsel's 
office bafora contacting agencies vith respect to 
particular individuals. While tha Whita Housa Offica 
is not bound by tha provisions of tha Privacy Act of 
1974* S U.S.C. Sac. 552a* Federal agancias are 
restricted by tha Act from disclosing information about 
individuals contained in their files. Tha Whita Housa 
staff should be sensitive to these constraints. 

Agencies in the intelligence community — including the 
CZA* NSA* DZA* the Zntelligence Division of the FBI* 
and tha intalligance components of the military 
services — report to the President through his 
Assistant for National Security Affairs. These 
agencies should not be contacted directly without 
coordinating first vith the Assistant for National 
Security Affairs — and* where issues of individual 
privacy arise* vith tha Counsal to tha President. 

Procurement Agencies > Zn reesnt yaars* ths public has 
become increasingly sensitive to allegations of 
improper influence in tha avarding of government 
contracts • 




financial interest . This is true not only vith respect 
to calls or contacts in which influence is directly 
exerted* but also as to so-called "status” calls or 
other communications which might direct the attention 
of tha procuremant officar to the fact that a Whita 
Housa staff membar has an interest. 

Thera may ba occasions when the White House has a 
legitimate interest in information about procurement 
matters. Zn such instances* however* any communication 
should be made only by persons who have no direct 
interest themselves* and whose friends or associates 
have no such interests. Zt is advisable that tha lade 
of such interest be made kno%m to those receiving tha 
communication so that unintended inferences do not 
arise. Moreover* to tha extent possible* information 


1557 


Y000005 

- 5 - 


about a procurement matter should be obtained aftei; the 
contracting procedure is completed, or should be 
obtained from persons not involved in the decision- 
making process. To avoid the appearance of conflict 
and subsequent embarrassment, White House staff members 
who feel they must contact procurement agencies with 
regard to pending matters should first contact the 
Office of the Counsel to the President. 

B. Communications with the Department of Justice 

As ve are all aware, it is imperative that there be public 
confidence in the effective and impartial administration of 
the lavs. Political figures and others may seek White House 
intervention in pending criminal and civil matters, but it 
undermines the administration of justice if the White House 
even appears to be interfering in such cases. 

The following procedures have been established for 
communications between the White House staff and the 
Department of Justice. 

1. Any %nritten or oral communication to the White House 
concerning particular pending Department of Justice 
investigations or criminal or civil cases muat be 
directed immediately to the Counsel to the President. 

If appropriate and necessary, the inquiry will then be 
transmitted by the Counsel's office to the Office of 
the Attorney General or the Deputy Attorney General. 

Wo other member of the White House_staff should discuss 
a pending criminal or civil matter, with private 
individuals or organizat ions, or with the Department of 
Justice . 

2. All requests for formal legal opinions from the 
Department of Justice must be directed to the Counsel 
to the President, who will in turn forward such 
requests to the Office of the Attorney General or to 
the Assistant Attorney General in charge of the Office 
of Legal Counsel. 

3. Members of the the White House staff may communicate 
directly with the Department of Justice with respect to* 
policy, legislation and budgeting matters. 

C. Communications with the Depa rtment of the Treasury 

In light of the sensitive nature of matters before some of 
the component agencies of the Department of the Treasury — 
such as the Office of Comptroller of the Currency, the 
Internal Revenue Service, the Bureau of Alcohol, Tobacco and 
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Fircans, and tha Secret Service — the following proeeduree 
have been established for conunications between the White 
House staff and the Treasury Departaent: 

1. Any %n:itten or oral coanunication to the White House 
concerning pending investigations or cases aust be 
directed to the Counsel to the President. If 
appropriate and necessary, the inquiry will then be 
transaitted to the office of the Deputy Secretary of 
the Treasury. 

2. All inquiries which concern or aay concern rulings on 
pending applications, regulatory actions or 
adjudications aust likewise be directed to the Counsel 
to the President for transaittal, if appropriate and 
necessary, to the Deputy Secretary (although it is 
unlikely that inquiries with respect to adjudications 
or to so-called "private” rulings will be considered 
appropriate or necessary) . 

3. Other than for routine "tax checks" in personnel 
natters, requests for tax retxirn inforaation generally 
will not bo favored. All requests involving tax return 
inforaation BSI&k be directed to the Counsel to the 
President. If the inforaation is deeaed essential and 
if peraitted by the Internal Revenue Code, such 
requests will be forwarded to the Deputy Secretary of 
the Treasury (except for routine "tax cheeks", %diich 
will be processed under our existing procedures). 

4. Requests for inforaation or statistical data of a 
routine nature and coaaents regarding policy, 
legislation and budgeting aay continue to be handled 
directly by White House staff and appropriate Treasury 
officials. 

D. Procedures Governing Presidential Review of 
International Aviation Decisions 

Executive Order 12547 (February 6, 1986) sets out procedures 
for Presidential review of international aviation decisions 
pursuant to Section 801 of the Federal Aviation Act, 49 
U.8.C. See. 1461. Section 5 of the Executive Order 
prohibits individuals within the Executive Office of the 
President froa discussing Section 801 cases — those 
involving international aviation — with outside parties, 
and requires such individuals to refer written 
coBBunications on Section 801 cases from outside parties to 
the appropriate office outside the Executive Office of the 
President* White House staff aeabers should refuse to 
discuss with interested private parties cases subject to the 
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President's approval under Section 801, and should refer anv 
irritten connunications concerning such cases to the 
Counsel's office for appropriate referral. 

Purely dosestic aviation decisions not subject to 
Presidential approval under Section 801 would typically be 
governed by the general policy against White House 
involvement in particular adjudicative matters. You should 
consult with the Counsel's office before discussing such 
cases with interested private parties or Government 
agencies. 


* * * 

The matters covered in this memorandum are intended only to 
improve the internal management of the Executive Branch and are 
not intended to create any right or benefit, substantive or 
procedural, enforceable at law by a party against the United 
States, its agencies, its officers, or any person. 

Please cooperate in observing the guidelines discussed 
above. If you have any questions regarding these procedures, 
please contact the Counsel's office. 
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THE WHITE HOUSE 
WASHINGTON 


Y000008 


March 9, 1993 


MEMORANDUM FOR ALL WHITE HOUSE STAFF 

FROM: BERNARD W. NUSSBAUM 

COUNSEL TO THE PRESIDENT 

STEPHEN R. NEUWIRTH — 

ASSOCIATE COUNSEL TO'^HE PRESIDENT 

RE: Prohibited Contacts with Agencies: 

Follov-up Memorandum 


As discussed in our memorandum of February 22, 1993 
(copy attached) , it is important that all members of the White 
House staff recognize that there are significant restrictions on 
the kinds of communications a member of the White House staff may 
have with independent regulatory agencies, executive branch 
agencies and their components. It is also important that senior 
members of the White House staff ensure compliance with these 
restrictions within their offices. 

This memorandum is intended to clarify certain issues 
discussed in our February 22 memorandum. The following points 
are intended to supplement, not replace, our February 22 
memorandum, and the February 22 memorandum should continue to be 
consulted for the broader range of topics it covers. 

The rules discussed below and in our original 
memorandum are intended to provide guidance in the absence of any 
other formalized process for White House input in regulatory 
matters. As noted in our February 22 memorandum, the President 
and Vice-President are presently considering certain changes to 
the regulatory review process, and further instructions on 
contacts with regulatory agencies may be forthcoming as those 
changes are adopted. Moreover, these rules do not overturn those . 
existing Executive Orders that provide mechanisms for regulatory 
review (particularly defining the role of the Office of 
Management and Budget) . The procedures set forth in those orders 
can continue to be followed. 

1. As a general rule, no member of the White House 
staff should contact any independent aoencv (or its components) 
with respect to any pending adludicative or investigative matter. 
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Zt Bay ba ai^ropriatB in cartain circuBstancaa for fihita Housa 
ataff to discuss ruleBakinq sattars with an indapandant agancyi 
but prior to doing so, Whita Housa staff Baabars Bust first 
consult with tha Counsal's offica. Hhita Housa staff Bembars 
should also consult with tha CounsaX's offica bafora discussing 
general policy Batters, or adsinistrativa or legislative issues, 
with an independent agency. Such consultation with tha 
Counsel's office can address broad areas of ongoing discussion. 

(A list of independent agencies is sat forth on page 2 of our 
February 22 meBorandUB.) 

2. If an independent agency contacts a BOBber of the 
White House staff for inforaation, it is noraally appropriate for 
tha White Housa staff Benber to respond to such an inquiry. It 
is iBportant, however, that no such discussions occur if (a) tha 
White House staff Besber (or a relative, friend or business 
associate) has a personal interest in tha Batter at issue; (b) 
the inquiry relates to a particular rulenaJclng Batter and tha 
White House staff BeBber is aware the private parties have been 
lobbying the White House with respect to that Batter; (c) the 
inquiry relates to a particular adjudicative or investigative 
Batter. Furthennore, in responding to such inquiries, it is 
iBportant that White House staff BeBber s respond only to tha 
specific inquiry, and not have discussions that would otherwise 
be prohibited without prior Counsel's office approval. 

3. As a general rule, no BeBber of tha White Housa 
staff should contact any executive branch aoencv (or its 
coBponents) with respect to any pending adludicativa or 
investigative Batter. In soBa circuBstancaa, it Bay ba 
appropriate for White Housa staff to have discussions with 
executive branch agencies concerning rulenalcing ; but prior to 
doing so, White House staff BSBbers should first consult with tha 
Counsel's office. Tha purpose of such consultation is to ensure 
that no private parties are receiving preferential treatment, or 
having undue influence upon, the rulesaking process. (A list of 
executive branch agencies with significant regulatory or 
adjudicative functions is set forth on page 3 of our February 22 
memoranduB.) 

4. As a general rule, no clearance is necessary 
before a Beabar of tha White Housa staff contacts an executive 
branch agency to discuss general policy Batters or 
adBinistrativa, executive or legislative issues. Keep in Bind, 
however, that such discussions becoBS inappropriate whan (a) tha 
White Housa staff Benbar (or a relative, friend or business 
associate) has a personal financial interest in tha Batter being 
discussed or (b) the White Housa staff BeBber is, or appears to 
ba, acting on behalf of a private party that has a financial 
interest in the Batter being discussed. 


2 
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5. White House staff should confer with the Counsel's 
office before contacting independent or executive agencies with 
respect to particular individuals. Moreover, White House staff 
should be sensitive to the constraints placed on agencies by the 
provisions of the Privacy Act of 1974. 

6. Agencies in the intelligence community should not 
be contacted directly without first coordinating any such 
contacts with the Assistant to the President for National 
Security Affairs. Where issues of individual privacy arise, the 
Counsel to the President should also be contacted. 

7. No member of the White House staff should contact 
any procurement officer about a contract in which that staff 
member has- a personal financial interest or in which a relative, 
friend or business associate has a financial interest. Moreover, 
if contacts are made in circumstances where no such financial 
interests are present, (a) such contacts should, to the extent 
possible, be made after the contracting procedure is completed 
and (b) the lack of such financial interest should be made known 
to those receiving the communication so that unintended 
inferences do not arise. To avoid even the appearance of 
impropriety in procurement, the Counsel's office should be 
consulted prior to any White House staff contacts on procurement 
matters. 


8. Special rules apply to contacts by White House 
staff with the Department of Justice and with the Department of 
the Treasury. Those rules are set forth on pages 5 and 6 of our 
February 22 memorandum. Note that members of the White House 
staff may communicate directly with either Department with 
respect to policy, legislative or budgetary matters. 

9. The rules governing contacts with agencies apply 
fully to matters concerning airlines and the airline industry. 
Private parties attempting to solicit White House support on 
domestic airline regulatory matters should generally be referred 
to the agency with rulemaking or regulatory authority. In 
addition. White House staff members must always refuse to discuss 
with interested private parties cases subject to the President's 
approval under Section 801 of the Federal Aviation Act 
(concerning Presidential review of international aviation 
decisions). The Counsel's office should be consulted before a 
member of the White House staff has discussions with parties 
interested in pending regulatory matters affecting an airline or 
airlines. 


3 


1563 


THC WHITC House 
WASHINOTON 
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May 4, 1993 

HCMORANDUN rOS ALL WHITE HOUSE STATE 

FROM: BERNARD H. NUSSDAUH 

Counsal to tho Prosldont 

STEPHEN R. NEUWIRTH 

Assoc iato Counsel to the Prssidant 

RE: Prchlbifd Contacf with Aa«nclM 


By nenoranda dated February 22 and March 9, 1993, ve 
set forth the policies governing comnunications by nembers of the 
White House staff with independent regulatory agencies, executive 
branch agencies and their components. In those memoranda, ve 
explained that certain comnunications are prohibited without 
prior approval from the White House Counsel's office f e.o. . 
communications with the Department of Justice concerning pending 
criminal or civil cases and investigations, and communications 
with other agencies concerning other adjudicative, investigative 
or rulemaking matters). 

Our memoranda also noted that the President and Vice 
President are considering certain changes to the regulatory 
review process, and that further guidance will be forthcoming 
with respect to comnunications with agencies concerning pending 
regulatory and rulemaking matters. (Many such communications on 
regulatory and rulemaking matters are prohibited under the 
policies currently in effect, as set forth in our memoranda.) 

The regulatory review project -- which is being 
coordinated by Jack Quinn, Counsel to Vice President Gore, in 
close cooperation with Sally Katzen, the Administrator-designate 
of OIRA — should be completed during the next six to eight 
weeks. la the interim, and in order to ensure that the various 
offices within the White Bouse do not send conflicting messages 
to any agency or department, all communications with agencies on 
specific regulatory and rulemaking matters should be discussed in 
advance with Jack Quinn. (Once Bally Katsen is confirmed by the 
Senate, all suoh communications should be discussed with her.) 

All other communications requiring clearance from the 
Counsel's Office — IaJLi., communications concerning pending 
adjudicative and investigative matters, as well as matters 
involving international aviation — should continue to be cleared 
with us. 
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At thtt earn* tin#, va raitarata tha guidanca in our 
prior nemoranda that nenbara of tha Hhita Housa staff nay 
connunicata directly with agencies or departnants with respect to 
policy, legislation or budgeting natters. Such communications 
are appropriate if they do not address particular pending 
adjudicative, investigative or rulemaking natters. 

Thank you for your continuing assistance and 
cooperation in this area. 
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July a, 1993 

MEMORANDUM FOR NHXTB HOU8B STAFF 


FROM: 


BERNARD W. NUSSBAUM ^ 
COUNSEL TO THE PRESZDEnO "" 


CLIFFORD M. SLOAN ^ 

ASSOCIATE COUNSEL TO THE PRESIDENT 


RE: Policy Regarding InvstiaatlQn»_and Inytioatory 

Aqsngiti 


In prior Beooraikia of February 22 « 1993 and March 9, 1993 « 
ve set forth policies governing connunications between senbers of 
the White House staff and independent regulatory agencies, 
executive branch agencies, and their components. This memorandua 
is intended to supplement our prior memoranda and to explain 
White House policy regarding investigations and investigatory 
agencies. 

(II C9NTACTS Jrxn-lCTgTiqATCTI ASHtCIBi 

White House contacts with investigatory agencies may arise 
in three circumstances: (1) contacts regarding the initiation of 
an investigation, (2) contacts regarding a pending investigation 
or case, and (3) contacts regarding administrative matters* 

a* ShaJCU 

White House staff may have knowledge of a possible violation 
of lav or %rrongful activities involving White House facilities or 
personnel. Such information should be communicated to the 
Counsel to the President. If Counsel determines that contact 
with the FBI is warranted. Counsel will initially contact the 
Attorney General, the Deputy Attorney General, or the Associate 
Attorney General. If continuing contact is required. Counsel and 
the senior Justice Department official with whom Counsel is 
dealing will design and monitor the continuing contact. 

As stated in prior memoranda, with respect to ponding 
investigations or cases, any written or oral communications 
should be directed to the Counsel to the President. If 
appropriate end necessary. Counsel will contact the Attorney 
General, the Deputy Attorney ’General,* or^the* Associate Attorney 
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General. Sere too, if continuing contact is required, Counsel 
and the senior Justice Department official with whom the Office 
is dealing vill design and monitor that continuing contact. 

Finally, with respect to contacts regarding administrative 
matters. White House personnel may have a need to communicate 
with Justice Department and FBI personnel on a variety of issues. 
These issues include policy, legislation, budgeting, and 
appointments. Members of the White House staff may deal with the 
appropriate persons in Justice and the FBI on such matters, just 
as with other Departments and agencies. The Counsel to the 
President has a need to communicate with FBI personnel about 
background investigations and clearances of government officials, 
and may communicate directly with appropriate FBI officials for 
that purpose. 

b. ifii 

It is never appropriate for White House personnel to 
initiate an investigation or audit by directly contacting the 
Internal Revenue Service. To the extent that White House 
officials believe that they have information regarding criminal 
tax violations by federal employees, that information should be 
communicated to the Counsel to the President. If appropriate and 
necessary. Counsel vill communicate that information to the 
Attorney General. 

As stated in prior memoranda, with respect to pending 
Treasury or IRS investigations or cases, a policy similar to the 
policy regarding the FBI is followed. White House personnel 
should refer any vritten or oral communications about a pending 
investigation or case to the Counsel to the President. If 
appropriate and necessary. Counsel vill communicate with the 
Deputy Secret2ury of Treasury. If continuing contact is required 
on particular matters, it vill be left to Counsel and the Deputy 
Secretary of Treasury to design and monitor that continuing 
contact. 

Finally, with respect to contacts regarding administrative 
matters. White House personnel have a need to communicate with 
Treasury and IRS personnel on issues such as policy, legislation, 
budgeting, and appointments. White House personnel may deal with 
the appropriate persons in Treasury and IRS about such matters, 
just as with other Departments and agencies. The Counsel to the 
President also has a need to communicate with IRS personnel about 
routine "tax checks" of prospective government officials, and may 
communicate directly with appropriate IRS officials for that 
purpose. 
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(3) WIITl ■OOSB HtBSS OWICB l>I8CLO«IIRl 0> 011801118 

IMTg mOXTIOIW 

Th« Nhita Hou 8« Press Office generally should not disclose 
ongoing investigations* Zn extraordinary circuastances, it is . 
possible that a disclosure would be detemined to serve the 
public interest. Even in such extraordinary circumstances. Press 
Office disclosure should be aade only with the approval of (1) 
the Counsel to the President and (2) the Chief of Staff or Deputy 
Chief of Staff. Such disclosure should be Bade, Boreover, if 
possible, only after consultation between the Counsel to the 
President and senior officials of the investigative entity's 
Department. 

fS) PRESS OPPICB COMTACT WITH PBI 

The White House Press Office responds to inquiries and 
provides information. A routine administrative function of the 
Office is consultation with spokespersons for Departments and 
agencies regarding public statements and publicly available 
information. Nevertheless, it is essential to avoid any possible 
appearance of interference with the FBI. Accordingly, in the 
future, if the Press Office desires to communicate with FBI 
spokespersons concerning public statements about a pending case 
or investigation, the Press Office should contact the Counsel to 
the President. If the communication is appropriate. Counsel will 
notify the Attorney General, the Deputy Attorney General, or the 
Associate Attorney General before it takes place. If continuing 
contact is required. Counsel and the senior Justice Department 
official with whom Counsel is dealing will design and monitor the 
continuing contact. 
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THE WHITE HOUSE 
WASHINGTON 


March 3, i994 


MEMORANDUM FOR THE WHITE HOUSE STAFF 

SUBJECT: Contacts regarding Madison Guaranty, Whitewater and 

related matters 


This memorandum reiterates White House policy on contacts with 
agencies, previously set forth by the Counsel's Office, and 
outlines specific guidance for issues related to Madison 
Guaranty, Whitewater Development Corporation and related matters. 

Any contact from an Executive Branch or independent agency 
regarding Madison Guaranty, Whitewater or related matters should 
be directed promptly to the Deputy Counsel, who is charged with 
reviewing such contacts and determining whether they should be 
directed to the President's or First Lady's personal attorney or 
addressed by the White House. In addition, no contact by the 
White House with Executive Branch or independent agencies 
regarding these matters should be made without prior 
authorization from the Deputy Counsel. 
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THE WHITE HOUSE 

WASHINGTON 


March 11, 1994 


MEMORANDUM FOR ALL WHITE HOUSE STAFF 


FRC»4: JACK QUINN 

ASSISTANT TO THE PRESIDENT AND 

CHIEF OF STAFF TO THE VICE PRESIDENT 


JOEL I. KLEIN 

DEPUTY COUNSEL TO THE PRESIDENT 
RE: Prohibited Contacts on Rulemaking Matters 


By memorandum dated May 4, 1993, we reiterated our policies 
governing communications by members of White House staff with 
independent agencies, executive branch agencies, and their 
components. We also noted that the President was considering 
certain changes to the regulatory review process and that further 
guidance regarding communications on regulatory and rulemaking 
matters would be forthcoming. 

In the Fall, the President issued Executive Order No. 12866, 
"Regulatory Planning and Review." Consistent with the intent of 
that Order, White House staff members are directed to adhere to 
the following guidelines with respect to communications with 
executive branch agencies regarding rulem¥kina matters : 

I . Contacts with Agencies 

A. Members of the White House staff may contact executive 
branch agencies with respect to pending rulemaking matters if the 
purpose of the communication is not to influence the outcome of 
the pending proceeding (including, specifically, contacts 
regarding the status of the matter or general policy, budgetary, 
or administrative issues) . 

B. When the purpose of the contact ^s to influence the 
outcome of a pending rulemaking proceeding, the staff member 
should, prior to making the contact: 

1. obtain approval from his or her principal or 

departmental supervisor; and 
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2. coordinate the contact with the Administrator of 
OIRA, who will advise the staff member on the 
appropriateness of the contact. 


II . Contacts with Members of the Public 


A. Members of the piiblic (that is, persons not employed by 
the executive, legislative, an judicial branches of the federal 
government) often approach members of the White House staff and 
ask to have a position or information considered in a rulemaking 
proceeding at an executive branch agency. When this occurs. 

White House staff should inform the person that positions or 
information provided by members of the public must be submitted 
in writing if they are to be incorporated into the rulemaking 
process. All such written communications received from members 
of the public are to be forwarded by the recipient to the 
affected agency (ies) for inclusion in the public docket. 

Please be reminded that under Executive Order No. 12866, 
this provision applies to contacts with the public regarding 
pending rulemaking proceedings under review by the President, 

Vice President, or any regulatory policy advisor. 

B. Consistent with the policies reflected in Executive 
Order No. 12866, White House staff members should not communicate 
non-written comments from members of the public on pending 
rulemaking matters to agencies, OIRA, or anyone else involved in 
the rulemaking or the review process. 


Please cooperate in observing the guidelines discussed above 
and continue to refer to prior memoranda issued by the White 
House Counsel’s Office on contacts regarding investigative and 
adjudicative matters and, more generally, contacts with 
independent agencies. If you have any (^estions regarding any of 
these procedures, please contact the White House Counsel’s 
Office. 

Thank you for your continuing assistance and cooperation in 
this area. 
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PI2: S3 


DEC I 3 1993 


Mr . Bernard Nussbaiim 
Chief Counsel to the President 
West Wing, 2nd Floor 
White House 

Washington, D.C. 20500 
Dear Mr. Nussbaum: 

We have determined that it is necessary we refer to you the 
enclosed documents marked <136, «50, #52 and #87. These documents 
were determined to be responsive to Mr. William Neiiman's Freedom of 
Information Act (FOIA) request. 

Document #87 titled, "Communication Record", was initially referred 
to the United States Secret Service (USSS). The USSS has 
determined that this docuunent should be referred to the White 
House, Mr. Bernard Nussbaum, Counsel to the President, 1600 
Pennsylvania ave., N.W., Washington, D.C. 20500 regarding a public 
disclosure determination. 

Document #36 contains information, bracketed in red, directly 
related to document #87. Documents #50 and #52 contain 
information, bracketed in red, directly related to a dociament we 
previously referred to you on September 3, 1993. 

We request you review the entire document #87 and the information 
on documents #36, #50 and #52 that is bracketed in red, making any 
deletions or recommendations regarding the public disclosure of 
these documents and information. We ask that the documents be 
returned to us. Please cite the FOIA exemptions regarding 
deletions or withholding recommendations you make. If there should 
be other Justification for withholding this information from public 
disclosure, please provide documentation regarding this. 

We have enclosed the following: 

1. A copy of Vincent Foster's phone log that was previously 
referred to you on September 3, 1993; 

2. A copy of your response regarding the September 3, 1993, 
referral; 

3. A copy of Mr. Neuman's FOIA request; 

4. A copy of documents #36, #50, #52 and #87 that we request 
you review; 


1873 


Z00C013 


If you should have any questions concerning this referral, please 
contact me on 202-619-7350 or Sergeant Albert Jez on 202-690-5103. 

Sincerely. 

71 . 

Robert H. Hines. Major 

Commander. Office of Inspectional Services 
Enclosures 
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November 8, 1993 


Robert H. Hines, Major 

Commander, Office of Inspect ional Services 
United States Department of the Interior 
National Park Service 

Headquarters, United States Park Police 
1100 Ohio Drive, S.W. 

Washington, D.C. 20242 


ZOC0015 


Re: FOIA Request of William Neumann Dated August 11, 1993 


Dear Major Hines: 



You have asked for our opinion regarding the above-referenced 
request, under the Freedom of Information Act, for documents 
previously forwarded to the National Park Service by the White 
House Counsel's Office. We have reviewed these documents, and, 
for the reasons stated below, have concluded that such documents 
should not be disclosed. 


First, the documents requested are not "agency records" subject 
to the FOIA. See 5 U.S.C. S 552(a)(4)(B). The Office of the 
President, including bhe President's immediate personal staff and 
units in the Executive Office whose sole function is to advise 
and assist the President, does not constitute an "agency" for the 
purposes of FOIA. £^cu, Kissinger v. Reporters Committee. 

445 U.S. 136, 156 (1980); National Security Archive v. Archivist 
of the United States . 909 F.2d 541, 545 (D.C. Cir. 1990) 
(Counsel's Office exempt from FOIA) . Although the doc\iments 
requested were forwarded to the Park Service, they remain White 
House documents not subject to the provisions of the FOIA. See . 

gpl a nd Vt CJA > 607 F.2d 339 , 347 (D.C. cir. 1978), vacated 
in part on other grounds . 607 F.2d 367 (D.C. Cir. 1979), cert, 
denied . 445 U.S. 927 (1980) (Congress' retention of control over 
documents turned over to agency) . 

Second, the requested documents do not qualify as "agency 
records" since they were primarily personal documents prepared 
for the convenience of an employee and were not distributed. 

Ss &0 g T g t > Bureau of National Affairs v. U.S. Dep't of Justice . 
742 F.2d 1484, 1485-96 (D.C. Cir. 1984) (personal diary, 
appointment calendars, phone logs not "agency records.") 

Third, even assuming arguendo that these White House documents 
are "agency records", they are exempt from disclosiure both under 
FOIA's exemption 6 (the privacy exemption) and exemption 7(c) 

(the privacy exemption in the context of a law enforcement 
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investigation). 5 U.S.C. S 552(b)(6) 6 (b)(7)(c). 

Disclosure of these documents would violate the privacy rights of 
a former White House employee and his family, and would not serve 
any significant public interest. As the D.C. Circuit has 
cautioned, **[T]he legitimate and substantial privacy interests of 
individuals . . . cannot be overridden by general public 
curiosity." Fund for Constitut ional Gove rnment v. National 
Archives and Record s Service. 656 F.2d 856, 866 (D.C. Cir. 1981). 

The privacy provisions of FOIA exemptions 6 and 7(c) apply fully 
to Mr. Foster's handwritten note. As has been publicly stated, 
the Foster family has requested that the handwritten version of 
the note not be released. That the note is handwritten only 
confirms the significant privacy interest in that note. 

Moreover, any public interest in release of the handwritten note 
is minimized because the complete contents of the note have been 
previously released and widely reported. See , e.a. . New Yor)c 
Times Co. V. NASA . 920 F.2d 1002, 1004 (D.C. Cir. 1990) (en banc) 
(finding, under exemption 6, personal information in tape 
recording of astronauts' last conversation where transcript 
already published) . 

As you have requested, enclosed please find the copies of the 
documents you provided for our consideration. We appreciate your 
cooperation with this matter. 


Sincerely, 


Bernard W. Nussbaum 
Counsel to the President 
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THE WHITE HOUSE 
Offlc# Of tho Proas Socrstary 

For iBBodlats Raleaoo April 22 , 1994 


PRESS CONFEREMCE 
BY THE FIRST LADY 

Ths Stats Dining Roon 


3:37 P.M. EOT 


MRS. CLINTON: Wall, 1st Bs thanX all of you for coning 

I know this Is a busy day. It got buslsr than I thought It would 
whan vs first nads this dsclslon sarly this nomlng, and X apprsclat< 
your gathsrlng. 

I havs, In ths last coupls of days, vantsd to do this 1 
part bscauss I rsalizsd that dssplts ny travsllng around ths country 
and ansvsrlng qpisstlons, I did not rsally satisfy a lot of you in 
having your msstlons asksd and ansvsrsd. And last vssk, X think it 
was Hslsn said, X can't travsl with hsr, so how can X ask hsr 
qusstlons? So, for that rsason, vs ars hsrs and, Hslsn, you gat tht 
first qusstlon. 

Q Sines Nhltsvatsr's boon in ths nsvs so nuch, X fsc 
it's fair to ask you ths sans qusstlon X put to ths Prssidsnt sons 
tins ago — and you ars a co-partnsr. Do you know of any nonsy that 
could havs gons fron Madison to ths Whltsvatsr pro j set or to any of 
your husband's political canpalgns? 

MRS. CLINTON: Absolutsly not. X do not. 

Q Actually, on ths sans thsms with your conaodities 
profits — it is difficult for a laynan, and probably for a lot of 
experts, to look at ths amount of ths Invsstaent and ths slzs of th 
profit. Xs thsrs any way you can explain how you — 

HRS . CLINTON: Well, X can certainly tall you what 

happened. And X appreciate your asking ns about it bscauss X'vs 
tried to follow ths accounting in ths press about it, and X want to 
explain as clearly as X can what occurred. 

Back in 1978, in October, one of our best friends, Jin 
Blair — who had been a friend of ay husband's and mins for sometime 
— talked to ms about what he thought was a great investment 
opportunity. He is someone who has been an investor ever since he 
was a teenager, with usually very good results. And he had follovc 
closely what had been happening in ths cattle market. And X only 
knew a little bit about that, although living in Arkansas, 
particularly northwest Arkansas, as X did, X was familiar with a 1< 
of ranchers and people who were in the cattle industry. And when . 
said, X think there's going to be a great opportunity to make none 
and explained why, and asked me what I thought we could afford to 
Invesc, X wOxd axu> 


So I opened an account at his very strong 
recoiTur.endation, and proceeded to trade over the next months until 
July. You know, not all my trades made money; some of them lost 
money.. I talked to Mr. Blair very frequently. In fact, Jim woul: 
call me on a regular basis, and I would make a decision whether I 
would or would not trade, and then the trade would be placed. Of* 
he placed it for me. And there was nothing wrong with that; he v. 
on the spot, he was often in the offices of the broker. 
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I Stopped trading in July of 1979. And I did stop 
trading in large neasure because I could not keep up with it. it 
takes a lot of nerve to be in the conaodities trading, and I just 
found out 1 was pregnant. And so, when he called again, Z said, you 
know, Z just don't want to do this anyaore. And Z think he aay have 
even called a few acre tiaes saying, it's really still doing well — 
trade again. And I didn't, and I 'a glad I didn't because he and 
other friends of nine who were trading ended up losing aoney. 

So it was a good investaent offered by soaebody who knew 
a lot, who could provide a lot of good advice. And I was lucky and 
aade the decision to stop when I did. 

Q Mrs. Clinton, can you talk about the second 
account? You had two — 

MRS. CLINTON: I'll get there in just a ainute — 

Q Do you wonder since then if aaybe your broker aight 
have, because of your position and your husband's, aight have given 
you Boae kind of unfavorable — or a favored advantage? 

MRS. CLINTON: There's really no evidence of that. I 

didn't believe it at the tiae. As I said, I aade and lost aoney in 
that coaaodities account. It was ay aoney; it was at risk. The 
account was in ay naae; I got the reports. We've released all of the 
docuaents we could find froa that period froa that account. So, no, 

I had no reason to believe that. And as Mr. Leo Melaaed, the foraer 
head of the Chicago Mercantile Exchange, said when he looked at all 
of ay trading records, there isn't any evidence that anybody gave ae 
any favorable treataent. And even Mr. Blair, who ended up losing 
aoney, I think would find it very hard to argue that he got any 
favorable treataent. I just don't think there's any evidence of 
that. 


Q Mrs. Clinton, you say you stopped trading iii July 
of 1979. Could you talk about the second account that was opened? 
There was a second account with the Stephens Coapany in which I thin' 
you invested $5,000. And at first the White House claiaed you lost 
money on it, but later you put out a document showing you actually 
made $6,000 on it and didn't close it until a few months after 
Chelsea was bom. 

MRS. CLINTON: That's right. I 'a glad you asked that 

because I really want to clarify it. I think there's been a lot of 
confusion. There were two accounts. The first account — the one 
that I was just talking about — was the REFCO account. I traded in 
that from October '78 to July of '79, when I found out I was 
pregnant, and I stopped trading. Now, I closed that account for gooc 
in October of '79, and I took some of the money that I had aade and 
put it into an account at Stephens. And at that point, I aade that 
discretionary account. My REFCO account was a nondiscretionary 
account, which meant that I had to approve and give the go-ahead foz 
every trade. 


In the discretionary account at Stephens, my broker mac 
most of the decisions, and I think did a good job for me. He 
diversified Lhe mont:/ ... . ^ .. 1.1... . iw into money market 

and stocks and bonds and $5,000 into some commodities. 

Now, what happened then is, in retrospect as I've been 
able to reconstruct it now, is that my broker made these decisions; 
he checked with me r.aybe a couple of times a month, but because it 
was discretionary, he did not have to get my approval. So money 
would be moved from one investr.e.-.t to another investment. And duri 
the course of the time between October of '79 and probably May of 
I960, he had me in a.nd out of three different coiwnodity accounts in 
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much snalltr numbars than what I had bean in charge of doing in ay 
REFCO account. 

In February of 1980, ay daughter van bom — at the very 
end of the aonth. And Z reaeaber talking to ay broker soaetiae after 
that and said, Z just want to get out of coaaodities altogether. Z 
don't ever want to have to worry about it. So he got ae out of the 
positions that Z had been in, so that by Nay, Z was no longer doing 
any kind of coaaodity trading in the Stephens account. Now, what 
happened, though, is that he took the aoney that I now know z aade - 
- z really didn't think Z'd aade any aoney in coaaodities — and he 
bought sone stock and he did eoae other thinge for'ae. 

Now, in the fall of 1980, ay husband lost his election, 
we Boved. So by 1981, when Z gathered all ay docuaents together to 
give to ay accountant, Z had a year-end stateaent froa Stephens which 
did not report anything about coaaodities; Z had a year-end stateaent 
froa the Peavey Brokerage Coapany which reported a lose; and Z had no 
year-end stateaent froa either Clayton or the coapany called ACZJ. 

So Z think what happened is we bundled all of the docuaents we had — 
because Z took all of the reports that Z had, gave thea to the 
accountant — and Z believe that in the absence of a year-end 
stateaent, the accountant and ay husband and Z aissed the fact that 
we had actually aade soae aoney in the ACLZ account. 

Q You didn't reaeaber the profit? 

MRS. CLINTON: No, Z did not reaeaber that profit. Z 

did not. And, in fact, ae you said, when soae people looking at the 
records for as began looking at it originally, they looked at the 
records, and they thought Z'd had a $5,000 loss. And they caae to ae 
and said, ws think you had a loss which you didn't report. And Z 
said, Z just don't reaeaber. Z thought Z basically get out with what 
z put in. And then they went back and relooked at it again with aore 
accountants and they caae up with the gain. So it was hard to .find, 
apparently. 


Q With regard to the REFCO account, just how did the 
procedure go? Did Mr. Blair basically recoaaend to you the 
transactions which you either said yes or no to? Or was it based 
aore on knowledge that you had gained, as soae of your staff have 
suggested, froa reading the papers or whatever? What happened? 

MRS. CLINTON: Nell, Brit, it was priaarily Jia's 

suggestions. But Z also did try to educate ayself. Z did try to 
read soae things. He actually gave ae a few docuaents to read — 
because he had this theory that because of the econoay in the early 
part of the 1970s, a lot of cattle herds had been liquidated so that 
there was going to be a big opportunity to aake aoney in the late 
'70s; and he gave ae things to read about that. And Z did 
occasionally read publications like the Journal and others and Z 
tried to educate ayself because Z took the responsibility seriously. 
But Z relied priaarily on his advice because he really spent an 
enoraous aaount of tine studying the aarket and talking to aany aore 
people than Z ever could have — people who ran feed lots or bought 
beef for large superaarket chains. 

Sw — . ^ay, here's what I 

think is going on; what do you think? Now, Z did not aake every 
trade he recommended. And certainly, by July, when Z began to get 
nervous about it, I stopped taking his recommendations because I jus 
couldn't bear the risk anymore. 

Q Did it concern you at the time that because of his 
position with the company that he represented, that there was an 
ethical ^estion raised by your accepting this level of assistance : 
a financial matter from him? 
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MRS. CLINTON: No, it did not. And tho reason it didn't 

is that ha and his wife ars aaong our vary hast friends. My husband 
praforaad their aarriaga caraaony. I was the **bast parson** at the 
wadding. Wa ara vary closa friends. And I've found it a little bit 
aurprising that anyone would suggest that, because in 1980, right 
during the tiaa that this was all going on, whan ay husband ran for 
raalaction, Tyson supported his opponent. So there's really no basis 
for suggesting it was anything other than what it was, which was a 
friend who aade a suggestion not just to as, but to a nuaber of 
people, which I think was very fortunate for as. 

Q Mrs. Clinton, you've said that there was no 
preferential treatment in all of this. The records indicated that 
your account was short of aoney at various points. Were there margin 
calls? And did you meet any of those calls? And were you aware at 
any time that REFCO was coordinating trades to drive prices up or 
down? 


MRS. CLINTON: No, I was not aware of that, Andrea. I 

was told that after I stopped trading some months later. And X know 
there were lawsuits filed alleging that. I don't think any of that 
was ever proved, at least that I'm aware of. 

When ay position was under margin, I would either close 
out my position or use the equity that I had. And I think Mr. 

Melamed said, based on his review of the records, there were a couple 
of occasions when I was under margin. Nobody ever called and asked 
me for anything. They just, I guess, took the money that I had in 
the account and closed out the position. But that was the 
responsibility of the broker, and froa what I know, they were doing 
so many trades, and there was so much volume going through that, I 
was a relatively small customer. I mean, it was very big money for me 
and my family, but it was a very small account. And I don't think 
they paid any attention to my particular situation. 

Q Why do you think they gave you this treatment with 
you being such a small customer? Don't you think that was 
preferential treatment based upon who you were and who your husband 
was? 


MRS. CLINTON: No, I really don't believe that. I don* 
think there's any evidence of that. You know, froa what I know abou 
commodity trading, and what X Icnow about the cattle market during 
that period of time, they were just buying and selling on a hugs 
basis, day in and day out. And I think that they may have not gotten 
around to the paperwork; they may have not thought it was worth it; 
they may seen that I was a regular customer and that X covered my 
losses; that there was never an occasion when they really had to be 
concerned about it. X can't read their minds or speculate, but X had 
absolutely no reason to believe that I got any favorable treatment. 

And the fact that I closed the account out and took my 
money, whereas the people whom I knew were much bigger traders, like 
Jim Blair and others, they lost money — and why would Jim Blair try 
to help me get favorable treatment that he couldn't get for himself' 

I mean, it doesn't make any sense to me at all. 

Q Mr=>. Cl . -J . chat has made all 

of this so controversial is the shifting accounts of what happened, 
because initially the White House explained that you were consultin- 
Blair and many others and reading the Wall Street Journal, and then 
later, had to correct that, and we found out that Mr. Blair was, in 
fact, most often placing your trades for you -- phoning the trades 
in. Why was the account — why did the account have to be correcte 
Why was it not explained accurately the first time? 

MRS. CLINTON: Well, Linda, I think it's because — 

we're trying to reconstruct events of 15, 16, 17 years ago. There 
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are a lot of people who are trying to help, but until relatively 
recently, there vaen't any one person in charge of trying to get 
everything together and get the inforaation ae accurate ae possible. 

I thinX the people in the White House did the best job they could. X 
think that ve did the best job ve could trying to reaesber things, 
and oftsntiaes having to search to see whether ve had any records. 

I Bean, I don't know how many of you keep records from 
1978 or *79, but ve vent through a lot of effort to try to see 
whether ve had anything so ve could answer questions and then sake 
things available. SoBStimes ve*d find part of soBSthing; soBstiaes 
we*d then find the rest of it. 

So I appreciate and understand the concern about why ve 
would have to add inforaation or go back and say, well, this needs to 
be corrected. But the fundaaental facts have not changed. The 
fundamental facts are, as I have said, I opened an account with ay 
Boney; I Bade the trades; it was nondiscretionary; I took the risk; I 
was the one who made the decision to stop trading. And I did rely on 
JIB Blair. I used soae other advice as well, but he was By principal 
advisor in this. 

Q But that wasn't a qpiestion of docunents, that 
particular fact — the fact that he was really riding the trading for 
you. I guess I wanted to reask that question again. Why — that 
would be something you would remember or not remember without 
documentary support. So why was that fact not made clear? And were 
you essentially riding on his coattails when you traded? 

MRS. CLINTON: No, Z wasn't. I was riding on the money 

I invested. I don't know how any of you make investment decisions, 
but I like to listen to people I know and trust who I think know what 
they're doing. And he was somebody who I very much thought knew what 
he was doing and was more than willing to share his information not 
only with me, but with many people — members of his family and othex 
of his friends. And it was, for all of us, a decision to put 
ourselves basically at the mercy of the market. And as JIb Blair 
found out, he wasn't always right — he lost a lot of money. And I 
was lucky I didn't. But that was my decision. 

Q Mrs. Clinton, a number of your old friends in 
Little Rock — Warren Stephens I guess is an old friend; Kurt 
Bradberry, Bill Bowen, people like that — had a meeting on March 
31st and they decided that, really, Arkansas is taking a beating; 
portrayed, in the words of one of them, as a "moral and ethical 
backwater," basically because people here are saying, it was done 
that way in Arkansas. How do you feel about what's happening down 
there, and what's happening to those people who feel they're being 
hurt by events out of their control and they feel that they're not 
really being — the state is not really being defended by you and 
your husband? I wonder if you'd address that. 

MRS. CLINTON: Well, I feel very bad about it because I 

think Arkansas is a wonderful place, and filled with some of the bes 
people I've ever been privileged to know or work with. And I do 
think that many of the charges have been very unfair and have really 
lacked any historic or realistic context. I don't think it's 
necessary to point fingers aw a..j ww.ei. =. — - -.i *-Xie Union to say 
that in every place there are people who have problems, and there a 
people who cause problems. And I think that the state of Arkansas 
a place that has so much to be proud of. So I hope that ve can get 
back to a more realistic assessment of what goes on there. 

Q May I follow that? 

MRS. CLINTON: Sure. 
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Q They've said — specifically Bradberry and Mr. 
Stephens have said that to a certain extent, they feel you brought 
this on yourself — the two of you — because of canpaign statements 
about "the decade of greed" and just things that they feel, in their 
words, "make it look like hypocrisy;" that you were in the go-go 
trading, you wore trying — as you said — an opportunity to make 
money just as they were. And they felt like they had been condemned 
by you — that people like that had been condemned by you during the 
campaign. And that now you were being shown to be doing the things 
you spoke against. 

MRS. CLINTON: Well, Kurt and Ward have never said that 

to me, so I'll have to take your word for it. But I do think you 
raised an important question that I would like to talk about a little 
bit. 


I was raised to believe that every person had an 
obligation to take care of themselves and their family. And that 
meant earning an income and saving and investing. I was raised by a 
father who had me reading the stock tables when I was a little girl, 
and started doing that with my daughter when she was a little girl. 

I don't think you'll ever find anything that my husband or I said 
that in any way condemns the importance of making good investments 
and savings; or that in any way undermines what is the heart and soul 
of the American economy, which is risk-taking and investing in the 
future. 


What I think we were saying is that, like anything else, 
that can be taken to excess. When companies are leveraged into debt, 
when loans are not repaid, when pension funds are raided — all of 
the things that marked the excess of the 1980s are things that we 
spoke out against. I think it's a pretty long stretch to say that 
the decisions that we made to try to create some financial security 
for our family and make some investments come anywhere near there. 

I also think that my husband and I made different 
choices than to concentrate on making money during the 1980s. We 
obviously wanted enough financial security to send our daughter to 
college, and put money away for our old age, and help our parents 
when we could. But we were primarily interested in, as in his case, 
in trying to provide opportunities for people in Arkansas and make a 
difference in their lives. And what I tried to do, both to help hii 
and to work on behalf of children or education reform, was what was 
really important to us. So I think that is something that needs to 
be put again into a proper perspective. 

Q In USA Today, somewhat in the same vein, you were 
reported to have opposed a special prosecutor, at least in the 
beginning, and some of the release of tax documents on the basis of 
privacy — that you felt you had a right to privacy. Do you think 
that that helped to create any impression that you were trying to 
hide something? 


MRS. CLINTON: Yes, I do. And I think that is probabl 

one of the things that I regret most, and one of the reasons why I 
wanted to do this — because I've had to really do a lot of thinkin 
the last couple of months. You )cnow, again, I was raised to really 

believe that wnax. was xmpo..-c...w ....c. ^ about yourself 

and how you measured up to the standards you set for yourself. And 
think if my father or mother said anything to me more than a millic 
times, it was, don't listen to what other people say, don't be guic 
by other people's opinions. You know, you have to live with 
yourself. 


And I think that's good advice. I mean, I'm glad I g 
it as a girl growing up, and I've passed it on to my daughter. Bu 
do think that that advice and my belief in it, combined with r.y se 
of privacy, because I do feel like I've always been a fairly priva 
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person leading a public life, led me to perhaps be less understanding 
than Z needed to of both the press and the public's interest as well 
as right to know things about my husband and me. 

So, you're right, Z*ve always believed in a zone of 
privacy. And Z told a friend the other day that Z feel after 
resisting for a long time Z've been rezoned. (Laughter.) And Z now 
have a much better appreciation of what* a expected, and not only what 
Z have done, because Z an extremely comfortable and confident about 
everything that Z have done, but about my ability to communicate that 
clearly and to give the information that you ell need. 

Nov, to your other question about the special counsel — 
Z was not the only one of my husband's advisors who questioned the 
idea of a special counsel. Z think those of us who did were 
concerned about the precedent that would be set by having such an 
appointment made when none of the existing standards that had always 
been in place had been met. There was no credible allegation, all of 
the things that usually are required. So Z was questioning of that. 
But the President made the decision that vs needed to get on with the 
business he came to Washington to do and that this was an important 
step to take, and Z respected that decision. 

Q Zs it true that you represented Hayden Mackelroy 
(phonetic) in his lawsuit against REFOO? 

MRS. CLINTON: Yes. 

Q — clients in the office? 

MRS. CLZNTON: Yes, Z was Arkansas Counsel for Nr. 

Mackelroy. 

Q And were you aware of the allegations aaainst the 
company and against the Springdale office that he raised in his 
testimony? Z )cnov that you'd vithdra%m from the case by then, 'but Z 
wondered if you were aware of his specific allegations that trades 
were allocated by the brokers in Chicago on the instructions of the 
Springdale office after the close of business each day during the 
time you were trading? 

MRS. CLZNTON: No, not while Z was trading, not at all. 

Z did become aware of it when Mr. Mackelroy decided to bring his 
lawsuit, but Z think there's a very important distinction. Nr. 
Mackelroy had a discretionary account. A discretionary account 
could, therefore, be influenced by the decision of the broker. Z did 
not have a discretionary account. So even if Mr. Mackelroy 's 
concerns were to have been found to have basis, which they didn't — 
he was not successful — that wouldn't have applied to my situation 
in any event. 


Q Mrs. Clinton, do you )cnov anything about Mr. 
Foster's death? Do you )cnow what he wanted to tell the President 
that he didn't get to tell him? 

MRS. CLZNTON: You )cnow, Z don't )cnow that he wanted tc 

tell the President anything. That's the first Z've heard of that. 

My menory is that the i^resius... v^nce Monday nigh 

before he died. And when I talked with the President afterwards, he 
was stunned because the conversation was a very norxal kind of a 
conversation. So 1 don't know — 

Q I understood they r.ade an appointr.ent to talk not 
the next day, but Wednesday. And that would be the day after he 
died. 


MRS. CLINTON: I don't know. 
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Q My question — I'd like to follow up, too — the 
first on# has to do with Susan McOougal. Sha said that sha brought 
tha docuaants of Whitavatar over to you at tha Govamor's Mansion. 
Did you racaiva all tha docunants? And, if so, what bacasa of than? 

MRS. CLINTON! I don't baliava that va racaivad all tha 
docuaants in that way. Ovar tha past savaral yaars, va hava aada a 
vary dalibarata affort to try to obtain docuaants, and avary docuaan 
that va hava obtained has bean tumad ovar to spacial counsal, no 
aattar vhara it caaa froa. 

Q And ay follov-up has to do with tha daath of Mr. 
Fostar, tha way his of flea was saalad, and paopla who vara in it.. 
Thara's baan a lot of criticisa of tha papars in Nr. Fostar 's office 
that soaa aay hava baan raaovad. 

MRS. CLINTON: Wall, Z knov thara's baan a lot of 

concarn and criticisa about that. Z cannot spaak to that in any 
detail, but Z knov that tha spacial counsal is looking into the 
circuBStancss surrounding Mr. Foster's daath. And I assuaa ha vill 
issue a report about that, which Z hops will put all these aattara i 
rest once and for all. 

Q You said just nov that you decided that $1,000 vai 
as auch as you could risk. Can you tall us vhat your understanding 
vas of hov such you could be at risk vith tha little aaount of aona* 
that you and your faaily had than? Wa vara told earlier that $1,00 
vas vhat you vara asked to put in. And, second of all, can you giv 
us soaa explanation — given that a cattle contract at tha tiaa, ju 
one contract, vas $1,200 — for tha aystary of $5,300 that vas aada 
really in tha course of one day, or at least a fav days, in tha fir 
trade? 


MRS. CLINTON: No, Z can't. Z do not raaaabar any of 

those details. I've given you avary record that Z hava about that. 

Tha $1,000 vas what Z wanted to start vith. And it w< 
vhat Z thought was a good beginning, a good investment for aa. An< 
once Z had made tha initial return that Z did, Z rainvastad that. 
This was a roller coaster. And what Z bal laved was that Z vas 
getting vary good inforaation and that Z would and up aaking aonay 
But there vara a couple of days when Z lost money. And Z knew tha 
would be responsible for any losses that Z suffered. But I did 
reinvest and Z covered tha losses by closing positions. And than z 
eventually stopped trading. 

Q Whan you first started vith tha $1,000, did you 
baliava you were putting at risk more than $1,000? 

MRS. CLINTON: I believed that vas certainly possible 

yas. 

Q Then why take such a risky investment? 

MRS. CLINTON: Because I didn't think it vas that bic 

risk because Z thought that Jim and the people he vas talking wit) 
knew what they were doing. And Z read a letter to the editor tha* 

soinebody sent me in one or ju — _ _ , which talked 

about a woman who invested Sl,C0O during the same time and made 
$750,000. Well, she had a stronger stcr.ach than I did; I couldn* 
that. 


Q Can I ask you cne more question about the $1,CC 
which is why the White House is reluctant to provide that figure 
the news of your commodities trading first came out? 

MRS. CLINTON': Because we didn't have the records at 

hand yet and I didn't want somebody saying what I invested until 
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could actually get the records; because I thought that somewhere, 
buried in some box, Z had some records left. Z also thought, 
perhaps, Z had my 1978 checks left; which, apparently, Z do not have. 
That's why. 

Q Mrs. Clinton, the records you've released to us 
already showed that you withdrew a large amount of money — Z think 
like $15,000 — from the REFCO account at one point and used — on 
the same day made a $10,000 interest payment on the Whitewater 
investment, which would have reduced your tax liability. Was that 
the reason that was done? 

MRS. CLINTON: I don't have any memory of that, Owen. 

Z'm not saying it was; Z just don't have any memory. There would 
have been nothing wrong with it — it was my money — but Z don't 
have any memory of that. 

Q Z'm not saying there's anything wrong with it, but 
your intention in making this investment was not to offset some of 
the liability for the Whitewater real estate investment? 

MRS. CLINTON: No, I mean, we went into Whitewater to 

make money, not to lose it. The embarrassing thing to me is that we 
ended up losing money and it keeps being beaten like the deadest 
horse there is, over and over again. 

But in '78, '79 and '80, we were still hopeful that we 
were going to make money on our investment in North Arkansas. And 
the payments we were making, which were to service the loans 
primarily, we knew we would have to do as part of our obligations 
under the joint and individual liability we had for the mortgage. 

But when the 1980s began, and real estate just took sue} 
a nosedive in Arkansas, Z thought then — and Z think the President 
did, too — that it was going to be very hard. But we had to hang o 
because we couldn't get off the mortgage. We had signed — all four 
of us were individually responsible. Zf all the others had had some 
terrible accident, the one remaining would have been absolutely 
responsible for the entire debt. 

And so it was a situation we got into with the belief 
that it would be a good investment and one that was, frankly, for us 
a passive investment; because up until then, if you had a little 
retirement community or retirement land in north Arkansas, people 
from the Midwest and South would buy the lots as fast as they could 
get them. And we didn't have anything to do with the operation or 
management of it; we just basically thought that eventually the 
payments by the owners of the lots would begin to pay us back and 
make a profit. And that never happened. 

Q The Whitewater Development was set up, as you say, 
as a 50-50 partnership between the Clintons and the McDougals, 
meaning that you were liable for 50 percent of the losses or — 

MRS. CLINTON: No — 

Q — 50 percent of the gains. And yet, by your own 

accounting, you losu ueiij.' or evw -j--. - ...lau tne McDouga. 

lost. This is according to the Lyons report. Doesn't that 
discrepancy represent some sort of gift or gratuity? 

MRS. CLINTON: No. And let me say that, yes, the 

ownership of the corporation was 50-50. The liability on the 
underlying debt was 100 percent for each one of us. I mean, there 
was no gift in that. When r.y husband and I signed that mortgage, a 
when we resigned guarantees, we assumed the whole responsibility, 
mean, if Jin had gone into bankruptcy early on, if Susan had left. 
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would not havo only 50 percent of the obligation, ve would have 100 
percent of the obligation. 

Q But why was it that the McDougals lost so much sore 
money than you did? Z don't understand that. 

MRS. CLINTON: Z can't answer that. Ms gave whatever 

money we were requested to give by Jim McOougal. He was the one who 
would say, here's what you owe on interest; here's what your 
contribution should be. we did whatever he asked us. We saw no 
records. We saw no documents. Re was someone that my husband had 
known a very long time. He was someone who had been in real estate 
business with many people we knew, including Senator Fulbright. And 
we just assumed that whatever he needed he would ask for. And we 
didn't have any information to the contrary. 

Q — given that you were jointly in separately liable 
for all the debt and that you and your husband are both la%ryers, that 
you would be so passive about a fairly s\ibstantial investment. 

MRS. CLZNTON: We were not real estate developers, and 

Jim had a track record. And Z wasn't a cattle expert. Z trusted Jim 
Blair, and it worked out for me. And Z wasn't a real estate expert, 
and we lost money. Those things happen. 

Q Just to get back to Linda's earlier question, one 
of the things that has been driving this is either the lack of 
explanations or the shifting explanations. And in terms of the way 
that your commodities trading was first described — that you did the 
trades, you relied on some advice from Mr. Blair — later it was 
revealed that Mr. Blair placed most of the trades, if not all of 
them. Can you explain what happened? Did you have a new 
recollection? 


MRS. CLZNTON! No. 

Q Why the shift? 

MRS. CLINTON: Well, if you just listen to what you saic 

-- I did the trades. They were my trades. Z was responsible for 
them. But Z did them on the advice of Jim Blair, and very often he 
placed them for me. Z'm not in any way excusing any confusion that 
we have created. Z think we have created it because Z don't think 
that ve gave enough time or focused enough. Z've been traveling, and 
Z'm more committed to health care than anything else Z do. Z 
probably did not spend enough time, get as precise. 

Different people heard different things that Z said, or 
by the time it got passed to the third or fourth person, or one 
member of the press would call somebody in the White House, but 
somebody else would call another person — so Z think that the 
confusion was our responsibility. We did not give you a focused 
place to come, and we did not spend the time necessary. 

There's not really a contradiction in what you said and 
what I said. But I can understand how somebody might assume that. 

Q Now tnat we* re « - - « fusions, 

I'll ask you about one other thing that I've had problems with. 

During the campaign, I think it was right after the primary debate 
between Jerry Brown and your husband, you made a statement in, I 
think, a Chicago restaurant that you never did any regulatory work 
for Madison Guarantee. When the letter went to Beverly Bassett 
Shafer (phonetic) about perhaps the legality of offering preferred 
stock, your name was at the bottom at that letter. 


MRS. CLINTON: Right. 
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Q Could you explain that? 

MRS. CLIKTON: Yes, Z'n glad you asked that because 

that's another thing that I feel has gotten quite confused in the 
telling. And let me just try to describe what happened there. 

When, in 1985, I believe, maybe *86, there was an effort 
made on the part of various financial institutions around the country 
to increase their capital net worth. They began looking for ways to 
do that. There was a very bright, young associate in our law firm 
who had a relationship with one of the officers at Madison, a young 
man whom he had Icnown. They began talking. And if you'll remember 
what happened when the S6Ls were deregulated, many states were left 
wholly unprepared. They did not have a regulatory system in place; 
they didn't even really have good laws. And all of a sudden, there 
was no federal regulation to speak of, and so people were asking 
state governments whether things could be done. 

Those two young men thought that it would be legal under 
Arkansas law for a savings & loan to issue preferred stock. But 
there was absolutely no law on that, and so they couldn't be sure. 

But they decided that what they wanted to do was to ask the person 
who regulated savings 8 loans whether it was legal. Not if Madison 
could do it, that was the second step. The first step is, could you 
even do it in Arkansas whether you were A, B or C, not just Madison. 

When they talked about doing that, the young attorney ir 
question needed a partner to serve as his backstop, and that was one 
of the rules we had in our firm. Re knew that I knew Jim McDougal. 

He also knew that Jim had been a client of our firm in the past. 

This was not a new representation. So he came to me and asked me if 
Z would talk with Jim to whether or not Jim would let the la%ryer and 
the officer go forward on this project. Z did that, and Z arranged 
that the firm would be paid a $2,000 a month retainer. And that was 
ordinary and customary. That would be billed against — unlike 
retainers of some really big law firms that if you pay the retainer 
they keep it no matter they do any work for you, this was really an 
advance against billing 

That was arranged. The young attorney, the young bank 
officer, did all the work. And the letter was sent, but because Z 
was what you call the billing attorney — in other words, Z had to 
send the bill to get the payment made — my name was put on the 
bottom of the letter. Zt was not an area that Z practiced in; it was 
not an area that Z really ]cnow anything to speak of about. 

At that point, the regulatory authorities, namely 
Beverly Bassett Shafer (phonetic) , answered the legal question. And 
the legal question was, yes, it is permissible under Arkansas law to 
issue this preferred stock. Then the question moved on to the secor. 
phase, in which Z had no involvement that Z have any memory of or 
anyone that I've talked with — that was trying to determine whether 
Madison could go forward. And I think that the securities 
commissioner acted absolutely appropriately. She answered the legal 
question — yes, it is legal to do this. But as to Madison, she lai 
out conditions that had to be met -- for Madison to do it — and 
Madison could never meet those conditions, and so they never issued 
prefcrtecl s^ock. So the lt«jal ..-.w -w I-iadison gc 

no benefit at all from the answer of that legal question. 

Q Can you clarify for us what documents were remove 
from Vince Foster's office after he died? And why they were there 
the first place? 

MRS. CLINTCN: Mike, I can tell ycu what I know, which 
is that I did not know that Vince had any of the documents related 
our personal business in his office until after his death. What I 
believe he was doing with them was serving as a coordinator among c 
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private lavyara and accountants and cartain govamnant officials, 
lika tha Offica of Govamaant Ethics, with raspact primarily to our 
blind trust; bacausa thara vara all thasa quastions that had to ba 
ansvarad, and ha was kind of tha coordinator. Tha privata lavyars 
would talk to him, and tha Offica of Govarnmant Ethics paopla would 
talk to him. I think that*s why ha had any documants of a parsonal 
natura in his offica at tha tins of his daath. 

Q And to follow, why did your Chiaf of Staff, Maggia 
Williams, why was sha among thoaa who ramovad thasa documants from 
his offica — 


HRS. CLIKTON: I don't think that sha did ramova any 

documents. I think that what happened is that after Mr. Nussbaum 
raviavad tha documants, and after ha did so, as I recall — Z was not 
hare, I was in Arkansas, but I baliava that that was dona in tha 
prasanca of officials from tha Park Police and mayba soma other 
agendas. Than Mr. Nussbaum distributed tha files according to whom 
ha thought should have them. Thara vara files related to ongoing 
work in tha counsel's offica that needed to ba passad on to othar 
lavyars. Thara vara parsonal files of Vinca's that naadad to go to 
his family. And thara vara thasa parsonal files of ours that want to 
our lawyer. 


Q Z'm wondering — another question about this 
rezoning of your privata and public lives — I'm wondering what kind 
of a toll, if any, this has taken on your and tha President's 
parsonal and political lives. And do you aver look in tha mirror and 
wish that you just never got into this? 

MRS. CLINTON: No, never, never. Soma days are batter 

than othar days. I think what has helped me in tha last couple of 
weeks, aside from soma good friends who have talked to me and helped 
me gat razonad, if you will, is my belief that this is really a 
result of our inexperience in Washington, if you will; that I really 
did not fully understand everything that I wish now I had known. Anc 
it's a learning experience — sometimes a difficult one, but I think 
one that both the President are anxious to do because we think that 
the reason he was elected was to deal with tha big issues that va 
want tha country to deal with. 

And so it is a little disappointing if wa in any way 
contribute to a diversion from that. And that's something that Z 
don't want to have happen in the future, and I'm certainly going to 
try to be more sensitive to what you all need and what we need to 
give you, and do it in a more efficient and effective way tha first 
time. Bacausa, as I said earlier, I feel very confident about how 
this will all turn out. This is not a long-term problem or issue in 
any way, but I don't want anybody to have the wrong impressions of 
either of us. And I don't want anything to interfere with doing vha 
the people of this country need done. 

Q — spoken — tha politics of parsonal destruction. 
Who do you believe are the main perpetrators of that? 

MRS. CLINTON: I don't want to gat into that. I don't 

think that that bears any real useful discussion. I think that 
what's important is for .*ot jua, tha 

entire administration, to keep focused on what really will stand th< 
test of history, and what we really are trying to do for the countr; 
And I .can't really help it if some people get up every day wanting 
destroy instead of build, or wanting to undermine. That's somethin 
that I try not to think about or dwell on and try to do what I'm 
expected to do, which for me is working on health care. 

Q (Inaudible.) 
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MRS. CLINTON: How does my husband ever make these 

choices? These are hard choices. 

Q When was your last conversation with Vince Foster? 
And what was your understanding of the state of his mind? 

MRS. CLINTON: I've thought about that so many times. I 

don't think I had any conversation with him for at least three weeks 
before he died, because we left for Tokyo somewhere around the 4th of 
July, is my best memory. And for about a week before that, I was 
very preoccupied with getting ready for the trip and doing the things 
you have to do. So I don't have any memory of having talked to 
Vince, and I never talked to him during the time that I was gone. 

And, like every one of our friends, we've relived 
everything that happened or didn't happen — the people who talked to 
him, the people who spent time with him, they qpiestion whether they 
said the right thing or whether they could have done something else. 
The fact that I didn't talk to him makes me wonder whether if I had 
called him, I could have picked up a clue. I just don't have any way 
of Icnowing. 

Q Supposedly, he had been in depression — or so 
we're told — for a considerable period of time. Were you ever aware 
of that? Did you have any clue of what was going on? 

MRS. CLINTON: No, and neither did people who spent the 

weekend with him, or saw him in the office that day. One of the 
things that I've spent a lot of time doing in the last months is 
trying to educate myself 'about depression. And my good friend. 

Tipper Gore, has been a great help on that, as have the people she's 
worked with on mental health issues. And I just hope that we get 
over the stigma that is still often attached to people admitting the} 
need help or that they can't understand what's happening to them. I 
have no doubt now, in retrospect, and many of my friends now can 
reconstruct conversations or things they saw in Vince in those last 
weeks, but they didn't know, they didn't understand. And he didn't 
either feel comfortable or know himself. 

So maybe out of all of this tragedy and the aftermath, 
all of the speculation — maybe once we put to rest once and for all 
the fact that he committed suicide and that it was a tragic loss of 
one of the best people we've ever known, maybe it can do something tc 
help other people understand what depression can do to you. 

Q What was your personal reaction when you learned 
that Jay Stephens would be representing the RTC in a case against 
Madison? 

MRS. CLINTON: My personal reaction? 

Q How did you feel about the fairness of that 
decision by the RTC to hire him? 

MRS. CLINTON: Well, I didn't understand it. But I 

don't know Mr. Stephens, and I assume he will be a very fair and 
judicious lawyer. I guess that's what I would expect. 

Q You're not concerned about his being a Republican 
appointee and a U.S. Attorney appointed by President Bush? 

MRS. CLINTON: Not if he abides by the code of 

professional ethics and does his job professionally, I'r. not — anc 
you all keep an eye on him. (Laughter.) 

Q Do you think, with the benefit of hindsight, tha* 
it vas improper for you and your law firm to represent the federal 
governrer.t against a family friend, Dan Lassiter (phonetic) , and 
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against accountants for Madison S&L without fully disclosing that you 
had bssn businsss partners with Mr. MacDougal? 

MRS. CLINTON: Well, Z don't know what was disclosed and 

what wasn't. Those were not my cases. Those were cases that came to 
the firm to other lawyers. Z've been told that things were disclosed 
quite extensively. And certainly « in Arkansas, most things are 
known; and the relationship with Nr. MacDougal, the fact that Nr. 
Lassiter (phonetic) made campaign contributions to my husband, was 
certainly well-known. 

In both of those instances, Z don't think Z had anything 
to do at all with the representation against Madison on behalf of the 
federal government — at least Z have absolutely no memory of having 
done anything on that case. 

With respect to the Lassiter (phonetic) case, Z think 
out of that entire case, Z worked two hours as a favor to one of the 
lawyers who was out of town who asked me to review a pleading. And I 
have specifically inquired whether there was any ethical conflict 
with respect to that, and have been assured there was not. Re was 
not a client that we had any obligation to.. Thousands and thousands 
of people contributed to my husband — that is not considered 
disqualification — we were not personal friends or social friends. 

So I don't see any basis for saying that ay work for him or against 
him, as limited as it was, amounted to any kind of conflict. 

Q The real stumbling — was four to six weeks ago; 
and Whitewater has subsided off the front page in the past couple of 
weeks. Why today? What's changed in the past couple of days that 
has made you want to come out here? 

MRS. CLINTON: Nothing changed, really, except, Z. said, 

Helen spoke, so Z heard that. But Z just — maybe I'm slow in kind 
of picking up subtle and not-so-subtle messages. But for me it was 
an evolutionary process. I really did — and I see now how mistaken 
I was — but I really did believe that every time I went anywhere ir 
the country, I would have press availabilities. Z would always 
answer the press's questions. Sometimes they'd have to wait — Lind 
had to wait a long time when Z finished doing local interviews and 
radio interviews in St. Louis; and some of the others of you have 
been in barns with me and other places like that; you sometimes have 
to wait. But Z always said, are there any questions from the press? 
And sometimes I'd be asked Whitewater questions, sometimes not. 

Every time Z did satellite feeds to local TV stations, I'd answer the 
questions. 

So I really was under the misimpression that if Z 
answered them in Rochester or Z answered them in St. Louis or 
somewhere else, that should be enough. And Z just didn't understan< 
enough about being accessible to all of you or being accessible in 
Washington. And so Z came to that realization, and that's why I'm 
here. 

Q It's not just the press that has questions — 
sometimes American citizens who talk to your husband at town meetin 
will. And one young woman in Charlotte asked him a question I'd li 

to pose to you. She said that ci*c - - -.-wut the 

First lady's cattle future earnings and all these Whitewater 
allegations, many of us Americans are having a hard time with your 
credibility. How can you earn our trust back? Is there a 
fundamental distrust of the Clintons in America? 

.KRS. CLINTON: Well, I hope not. That would be 

something that I would regret very much. I do think that we are 
transition figures, if you will. We don't fit easily into a lot o 
preexisting categories. And let me speak just about myself. I ca 
tc this role, having worked r.y entire life. I started working in 
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summers when I was 13. I always worked -- I worked through college; 
I worked through law school. That's what Z did. And after I 
married, I continued to work. And after my daughter was bom, with 
the exception of the four months Z took off for maternity leave, Z 
worked. 

Now, Z took time off from work to do volunteer work — 
like z took a long time off from my lav firm work to work on 
education reform; or Z would take time off to work on my husband's 
campaigns; or Z would be in Washington on the Children's Defense 
Fund. Z would certainly take a lot of time, but Z was fundamentally 
working. And Z think that having been independent, having made 
decisions, it's a little difficult for us as a country maybe to make 
the transition of having a woman like many of the women in this room 
sitting in this house. 

So Z think that the standards or to some extent, the 
expectations or the demands have changed. And Z'm trying to find my 
way through it and trying to figure out how best to be true to 
myself, and how to fulfill my responsibilities to my husband and my 
daughter and the country. So Z do think that there is some of that. 

And then, additionally, as Z have said earlier, Z think 
that my fundamental belief in privacy and my feeling that we were 
being asked things and demands were being placed on us that had neve 
been demanded of prior inhabitants of this house — unprecedented, i 
Arthur Schlessinger's words — didn't make sense to me. Z couldn't 
quite figure it out. And Z resisted that. And Z think Z resisted i 
in ways that may have raised more questions than they answered. And 
Z just don't think that was a very useful road for me to go down. 

And Z'm trying now to better understand how to fit my personal needs 
and my own personal beliefs, and what Z want to do with this role to 
the country, and the contribution Z want to make into a broader 
context so that Z can be as forthcoming and accessible as you 'need n 
to be. 


Q On the subject of health care reform, two of the 
most controversial elements of the White House plan is the employer 
mandate and the mandatory health alliances. Do those two elements 
absolutely have to be in a final package in order for the President 
to sign it? 


MRS. CLINTON: The President has made clear for many 

months that the bottom line is guaranteed insurance coverage for 
every American — sometimes called universal coverage. And that 
really is the bottom line. Nov, there isn't any way that we can 
think of to get there without either raising taxes or having some 
combination of employer and employee contribution. And we favor th 
employer-employee contribution. We think that is fairer, it is nor 
familiar to Americans. Zt is how they now — we now — get our 
insurance. So we believe that the employer-employee responsibility 
is the right way to go. 

Nov, if the Congress, as it is now doing, is looking e 
alternatives, comes up with another way to do it that they believe 
will work and can get a majority, we're certainly going to look at 
that. 


And the reason behind the alliances is to pool 
purchasing power among all of us — small businesspeople and 
families, farmers, everybody — so that we can get the lowest 
possible cost for insurance. But it is also to ensure that everyb 
gets the same affordable health care — it's what^s called communi 
rating. And we want to be sure that we can enforce community rati 

Again, if the Congress has a different way of doing i 
we are going to be open and responsive to that. But those are the 
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functions vs want to parfoni — financing universal coverage fairly 
and affordably and Baking sure that cooBunity rating is in placs. 

Q — suggested a broad-based tax as ons Bsans of 
funding hsalth care reforB beyond just ths enploysr contribution 
alons. What would the White House view be of that? 

MRS. CLINTON: We're not going to coBBent on the 

congressional process while it's going on. We're encouraging every 
coBBittse to be as careful and innovative as they can be to cone up 
with solutions to the health care crisis. So we want the Congress to 
work. 

Q Federal regulators have noted that in the Bid- 
1980s, when Whitewater wasn't generating Buch in the way of incoBe, 
the Bortgage — and you folks weren't putting too BUch Boney in — 
the Bortgage still was paid. And the question was raised in a BeBO 
froB ons regulator to her boss, shouldn't they have wondered, 
shouldn't they have kno%m? Can you take us through your thought 
processes or contacts with ths KacDougals of Whitewater during that 
period of tine? 

MRS. CLINTON: I really don't have anything to add 

specifically to that, because I'b not sure exactly what you're 
referring to. As far as Z know, Madison always Bade it's required 
regulatory reports. And as far as Z know, we always put in whatever 
Boney vs were requested to put in. 

One of the reasons why Z'b now glad we have a special 
counsel is that Z think vs will, ones and for all, whsnever he issues 
his report, know exactly what everybody did. And Z can't speak for 
anybody else besides By husband and bs. 

Q Do you expect to give testiBony to Congress or to 
ths grand jury or anything on your activities in Whitewater? 

MRS. CLINTON: Z don't know, but we will fully cooperate 

as appropriate with whatever we're requested to do. 

Q One of the things that Congress will looking at 
when it begins the hearing, and one of the first rsports expected out 
of the special prosecutor, is ths possibility of any evidence leading 
toward obstruction of justice. Do you have — can you tell us what 
you'rs Chief of Staff, Margaret williaBs, and your Press Secretary, 
Lisa Caputo, told you back in the fall? And what you told then about 
the Beatings with federal regulators? 

MRS. CLINTON: Nothing. And Z don't know what their 

testiaony is, so Z can't coBBsnt on that. 

Q Is there any reason for any — is there evidence, 
whatsoever, to lead anyone to suspect there's any obstruction of 
justice involved, or that the White House said anything that would 
laad tha peopla to call off thair invaatigation or to think about it 

MRS. CLINTON: Not that Z'b aware of, no. 

Q Mrs. Clinton, can jou .... ... ^ .. . a.-ouc 

stories about shredding of Whitewater documents down in Arkansas? 

MRS. CLINTON: Nothing. 

Q Particularly at the gubernatorial mansion? 

MRS. CLINTON: Oh, that didn't happen. And I know 

nothing about any other such stories. 
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Q You know nothing about documents relating to 
Whitewater ever shredded anywhere that you know about or authorized 
or didn't authorize? 

MRS. CLINTON: Absolutely not. 

Q Mrs. Clinton, following up on the RTC question, the 
memorandum reported in The New York Times from the investigator in 
Kansas City, says that Mr. McDougal kited checks and that the funds 
benefitted Whitewater partners who knew that Whitewater was not cash 
flowing and that notes for mortgages still were being paid. 

Congressman Leach still says that he's convinced, he has 
no doubt whatsoever, that dollars were diverted from Madison into 
Whitewater and used to pay the personal loans of the then-Governor , 
of Mr. Clinton. 

Are you convinced that no monies from Mr. McDougal or 
any of his related companies paid any obligations of yours or your 
husband ' s? 


MRS. CLINTON: I know of nothing to support that. And I 

think we should wait and see what all the facts are because, you 
know, I just want to reiterate that we didn't even see any documents 
until late in the 1980s — probably late *88 or *89. And so, I just 
don't have any way of telling you what went on from *78 to '88 or 
'89. 


Now, I think we ought to wait until somebody who is a 
credible fact-finder, like the special counsel, look at everything 
and tells all of us at the same time what happened when, because we 
don't have any independent information to provide. 

Q If I could just follow up — the suggestion in the 
RTC memorandum is that the investors, presumably including you and 
your husband, knew or should have known that Whitewater was not cash 
flowing and that notes that should have been paid, whether Mr. 
McDougal asked you to pay them or not. 

MRS. CLINTON: Well, shoulda, coulda, woulda — we 

didn't. And the only thing I can say to that is when I was asked in 
late '88 or early '89 by the realtor who handled the sales in north 
Arkansas to help him, because neither Jim nor Susan McDougal were 
available any longer, we tried as best we could to do things like pay 
the taxes. And when owners of lots didn't fulfill their obligations, 
to try to resell the property — things that were largely 
administrative at that point in time. And the fact is that by 1992, 
the loan was paid off. So I really don't know what that means. 

Q Given what you been through, do you have any 
greater appreciation of what Richard Nixon might have been going 
through back in '74? (Laughter.) And what are your thoughts about 
him? How do you think history will judge him? 

MRS. CLINTON: Well, I don't know that it's time to 

start talking like that yet. I think that — what I think we ought 
to be doing is praying for President Nixon. And from my perspectiv 

/ou know, it was a year ago Aprix unaw iny cu .... of 

81. And so, you know, I'm just mostly thinking about his daughters 

right now. 

Q Mrs. Clinton, you have said that when you were at 

the Rose Law Firm, you didn't share in any of the profits that the 

firm earned from its representation of state agencies. When did y( 
begin that practice? And did that also include any profits from t: 
firm's facilitating the sale of bonds with the Arkansas Developmen 
and Finance Authority? 
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MRS. CLINTON: Z don't remember the exact year, but I 

made the decision not to share in the profits around the time I 
became a partner from any representation of state agencies — 
anything that could be considered tax money. 

For a couple of years, Z did share in the benefits from 
bond underwriting. And then Z decided Z shouldn't even do that, so I 
paid the firm back. And from that point in time Z did not share in 
either fees from state agencies or fees generated by any kind of bond 
underwriting at all. 

Q And did you have any part of the $2,000 a month 
retainer? Did you share in that, in any of that? 

MRS. CLINTON: You )cnow, Z might have to a very minimal 

amount for whatever little bit Z did on that. But at the end of 
about a year, Z believe, we were no longer representing Madison 
because, as Z explained, they were not going to get to issue 
preferred stock. They could not do it because of the conditions that 
Beverly Bassett Shafer (phonetic) had imposed. 

So, in fact, we returned money to Madison. Z remember 
writing and signing the letter to Jim McOougal saying we have 
fulfilled the work we have done for you; we are still holding some o; 
your retainer; there doesn't appear to be any continuing work to be 
billed against it. So Z sent his a check back. 

Q Mrs. Clinton, %ihat do you account for the decline 
in the support of the Clinton health plan? Do you think that the 
suspicions and questions which have cone out of these matters has 
spilled over on that and affected people's ideas about just how 
honestly and efficiently government can deal with life or death? 

MRS. CLINTON: Mary, Z think that's a real important 

question. Z do believe that some of the opponents of health care 
have certainly tried to use Whitewater as a proxy for their 
opposition to health care. Z think that in the last several days, 
some of the leading opponents of health care have even said things 
which seem to suggest that. 

Z find that very regrettable. Z mean, if someone wantL 
to argue about the future of health care in our country, Z think the 
debate ought to be about health care. And Z have absolutely no 
problem with someone saying, Z don't like alliances, or Z think we 
ought to have a different benefits package. That's what Z believe 
democratic debate ought to be about. But Z do think that some have 
tried to use this to undermine support for health care. 

On the other hand, there has been continuing concern 
about the health care plan, if you go back and look at the very fir 
time it was introduced back in the fall, because this is big issue; 

and Z think people want to be sure we get it right. But every time 

you ask the specific questions about what is it people want, Z thir 

you can get a pretty good idea of whore they want us to go. Z mear 

people do want health security, and they do want guaranteed benefit 

And the big majority of Americans think the right way 

it is through the workplace, Vixtu empxw>— — xo. 

And I think people want Medicare preserved and improved with 
prescription drugs and long-term care. And they certainly want to 
outlaw the insurance practices that discriminate against people wi 
preexisting conditions and impose lifetime limits. And they want 
preserve choice of doctor and choice of health plan. 

So if you take the elements of the President's plan, 
if you look at the polling data that I have, you sometimes get the 
contradictory results where, if you say to people, do you support 
President's plan, they think about the last ad they've seen; or me 
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they've gotten one of these incredible direct nail letters that the 
sky is falling. Zt*s really just stuff that's been recycled fron the 
fight against Medicare, just new nanes and new addresses. But when 
you get to the specifics, there are najorities of Americans for sost 
of the specifics. And I think that's what the Congress is sorting 
out right now. 

So I'm not surprised, and I'm not in any way concerned 
that we're at this point in the process. Z think this is where we 
would likely be as we're dealing with one of the most important 
social issues in our country's history. 

Thank you very much. 

Q Can we do this again — 

MRS. CLZNTON: Well, you know what? Let me say, one of 

the things that Z didn't mention that influenced me is, a friend of 
mine gave me a thesis the other day — gosh, I think it was like 
Tuesday or Wednesday — about Eleanor Roosevelt's press conferences. 
She had 340 press conferences, right — 340 press conferences during 
the time. 

Q You're ay tenth president's First Lady. 

Q Will you be doing it, Mrs. Clinton? Will you be 

doing it — 

MRS. CLZNTON: Yeah, Z think it sounds like fun. 

THE PRESS: Thank you. 


END 4:45 P.M. ED^ 
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BODY. 

MR HEYMANN: Ladies and gentlemen, we are here todi^ to announce the results of the 
inquiry into Vince Foster's death. I received an FBI report this morning, a Park Police 
report last Friday just got into my hands on Monday. As you all know. Park Police have 
taking the lead in investigating the cause of death. The FBI has been assisting in that 
investigation and separately investigating the circumstances surrounding the finding of the 
note. The chief of the Park Police, Chief Langston, and the special agent in charge of the 
Washington field office of the FBI, Mr. Bryant, are here tod^. They're here to describe their 
findings to you and to answer any questions you have. I have directed that the full text of the 
note that was found be made public now. At the very strong urging of the family of Vince 
Foster, we are not making available photocopies of the note itself, but knowing that some of 
you may want to see it so that you can describe what it looks like, Carl Stem will have a 
copy available and anyone who wants to see it is welcome to see it We just dont want to 
distribute it 



There are in the note some statements, which to be sure that no stone was left unturned, we 
have referred to the units which the attorney general asked some weeks ago to review any 
questions about the travel office - the Office of Professional Responsibility, and the public 
integrity section. As to these assertions in the note, the Office of Professional Responsibility 
is looking at the sentence dealing widi die FBI as part of its broader inquiry into the FBI 
contacts with the White House in accordance with the attorney general's letter to Chairman 
Brooks promising that we would look into the FBFs contacts. As to the remaining assertions, 
the Public Integrity Section of the Criminal Division is looking at them as part of its mandate 
- also from the attorney general, also in response to Chairman Brooks - to review all travel 
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office matters. Now, there's one that is not a travel office matter, and as to that one, which I 
don't even have it in front of me to describe it, involves the ushers. While the inquiry into 
these assertions is not totally complete, I am told that based on its interviews to date, nothing 
has led the Public Integrity Section to suspect any criminal conduct that would then have to 
be investigated. I will also hand out or make available to you my instructions last week to the 
Public Integrity Section and to the Office of Professional Responsibility asking them to look 
into these matters. 

The FBI joined the Park Police in the initial stages of the inquiry into Vince Foster's death 
because of his status as a federal official and assassination statutes. As it became apparent 
that this was a suicide, the FBI gradually assumed a secondary role to the Park Police. 

The bureau reentered the inquiry at our request to examine the handling of the note. And with 
this, I think I should turn you over to Chief Langston. Chief? 

CHIEF LANGSTON: Good afternoon, ladies and gentlemen. The United States Park 
Police has completed its inquiry into the death of Vincent Foster and, as you are aware, that 
occurred on the 20th of July at Fort Marcy National Park. It's a component of the George 
Washington Memorial Parkway in Fairfax County, Virginia. 

The condition of the scene, the medical examiner's fmdings and the information gathered 
r*35s!;- ‘ La eye (L;; Cw^;;!w;ca 

of suicide is deducted after a review of the injury, the presence of the weapon, the existence 
of some indicators of a reason, and the elimination of murder. Our investigation has found no 
evidence of foul play. The information gathered from associates, relatives and friends provide 
us with enough evidence to conclude that Mr. Foster's — that Mr. Foster was anxious alxiut 
his work and he was distressed to the degree that he took his own life. 

That's the end of a brief official statement. I'd like to say to the press and to the media that 
we're not really equipped in the Park Police to answer the numbers of phone calls diat came 
into Park Police headquarters, and let me apologize if we were a little short or there was a 
delay getting back to you. We had probably over a thousand phone calls over my three lines 
at my office, and it was kind of hard to conduct business. 

I'll be pleased to answer any questions at this time regarding this death investigation. 

Q Chief, have you ever found the person who reported it to the park maintenance man? And 
do you ~ were you able to trace the source of the gun? 

CHIEF LANGSTON: We can only identify that a white male in a udiite van may have been 
the person that notified a park maintenance employee at the Turkey Run maintenance center, 
and that white van was also placed in the parking lot near the time of the incident 

MR. HEYMANN (?): Chief, let's bring special agent in charge — (inaudible). 

CHIEF LANGSTON. Thank you. Bob? 

Q Was the •• the Fairfax police, were they notified at all? 
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CHIEF LANGSTON: The emergency 911 was notified, and the Fairfax County Police 
notified the US Park Police of the incident. 

Q Were (any 7) people there when you got there or anything like that? 

CHIEF LANGSTON: There was no one there, to my knowledge. Bob, you want to make a 
statement first 

MR. BRYANT: Ladies and gentlemen, Fm Bob Bryant, and Fm special agent in charge of the 
Washington metropolitan field office of the FBI, and I want to make a few brief comments to 
you. First, what we have here is a great sad tragedy in our community, and ifs -- initially 
when there is a death of a high government official that's covered by the assault or the 
assassination statutes, the FBI as a matter of course establishes liaison with the police agency 
that has the primary lead, in this case the United States Park Police. We followed this case 
from the time we were notified until we were basically of the opinion, along widi Chief 
Langston's staff, that this was a suicide. 

Subsequently, there was an issue raised about a note and the question of what the note - the 
handling of the note and the processing of the note and its turnover to the United States Park 
Police or law enforcement. We were ordered then by the Department of Justice to look into 

•V-* nf n^t* •nr', ‘0 !i t*. :!»•. 't, -iJ n. ii- L- 

recent times. And that's the time when we re-ente.ed the investigatiou. I woiil.^l just like to 
say that during this time the cooperation between our two agencies has been outstanding, and 
Fm sure there are a lot of questions around this, but 111 turn it back over to Bobby or - 
(Cross talk) 

Q (Inaudible due to cross talk) — could you tell us what you found out about the handling of 
the note? 

MR BRYANT: The note was initially discovered on July Ae j6th. 199 1-ar<!D0 o.m. bv 1m 
aide who was inventorying Mr. Foster's office. The'n0tc"VRB7eviewed. It was tom up into 
several small pieces. It was put back together, ilieu there was oo ncem by White House 
staff ab out exec utive privil ege and about f amily interests. The note was subsequently 
reviewed by the wife and her attomcy^^TJi^Foster-*-^^ then reviewed by the 
president for executive privilege issues. And then after these 30 hours had passed, the note 
was turned over to Chief Langston's people on July the 27th at 9:15 p.m. (Cross talk) 

Q Mr. Biyant, why - what about what ^e delay? 

Q (Inaudible due to cross talk) - whether that was appropriate handling of the note, because 
that's — (off mike)? 

MR BRYANT: The handling of the note by the White House staff, certainly, they had 
interests there as far as executive privilege and certainly sensitivities to the family, and they 
were reasonable. 

Q They were ~ 

Q They were reasonable, you said, Mr. Biyant? 

Q What did you say - 

MR BRYANT: I said they were reasonable. 

Q Well, whafs the relationship between what he says and he has a family? This is all the 
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government business. 

MR. BRYANT: I*m sorry, you — what are speaking from? 

Q Fm reading from the note. 

MR. BRYANT: So - 
Q Reading from what - 

MR. BRYANT: — the - the content of the note was not examined by us. The handling of 
the note by the White House staff and its subsequent turn-over to the Park Police was what 
we looked at 

Q Who first told you this was a suicide? 

MR. BRYANT: Well, I think while we were with the United States Park Police, it became 
reasonably apparent that it was a suicide. 

Q Sir, do you have any concerns about the delay in the time that the White House did turn 
the note over to you? 

MR. BRYANT: I think that the - the concerns that they were working from were reasonable. 
We would probably have liked it to have been a little sooner, but we understand what was 
going on. I'd leave that to Bobby to answer, too. Q How much sooner would you have liked 
to have seen — 

MR. BRYANT: I can't answer that question because there are executive privileges and family 
interests here that are certainly very strong interests. Q Reading these - these things in this 
note— 

Q - I don't see any family interests. 

Q Let me finish my question. There's no question that this is his note, his handwriting, diat 
you took it Did you do forensic on it? Are there fingerprints? 

MR. LANGSTON: Yes. It's — it's been identified by an expert in handwriting. Also, it was 
identified by the wife, Mrs. Foster, as being his handwriting. Q How many people handled it? 
Are diere — a sense of how - was it passed back and forth, or just his fingerprints on it? 

MR. LANGSTON: It was handled by a number of people at the White House. And it was 
processed there were no real discernment of prints that could be identified. Q Mr. Bryant, 
what precisely were the executive privilege concerns that the White House staff cited to you 
from the note? 

MR. BRYANT: I think that when you have at the highest levels of government, I think any 
document, they would want to examine it as to whether there is information in there that 
might be privileged, and I think that's what, in fact, occurred. 

Q Was there any - is there anything in — 

MR. BRYANT: I think - 

(To staff ?) Had the note been turned over? 

MR. LANGSTON: Tm sorry. 

MR. BRYANT: Has the note been turned over? 

I think it has, so I think that answers your question. 

Q Yeah, but - 

Q So there were no privileged — 

MR. BRYANT: No. 

Q Let me ask — 

Q Mr. Bryant? 

Q Let me ask you this: Were you able to determine what took the bulk of the 30 hours? Was 
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it giving it to the family first? 

MR. BRYANT: I think they had ~ if you will remember — go back to the time here, we had 
a death, a family traveling back and forth from Little Rock, an attorney involved, and also the 
president's schedule. And diere were issues there that they thought were paramount to have a 
review done, and diey were, in fact, done. And that's what accounts for most of die 30 hours. 
Q Mr. Bryant? 

Q Who's to blame, Mr. Bryant? Who at the White House was exerting this thought of 
executive privilege in the family? k there a name of a person you can give us who was your 
contact there? 

MR. BRYANT: Well, I think we working through Mr. Nussbaum. Q Who was the aide that 
was examining die — 

MR. BRYANT: Fm really not going to get into that I dont think I want to - Q You already 
Q Mr. Bryant? 

Q Why wouldn't you get into that? 

MR. BRYANT: Because I would just prefer not 
Q Mr. Bryant - 

MR. BRYANT: Gary? Q Mr. Bryant? 

Cross talk.) 

Q How do you know that the circumstance is that the note was left in the briefcase tom up? 

Jla» JiC v.aS iZTu Mi, bj M. ^08^ 

left in die briefcase? And, if so, how do you reconcile the fact that he tore up a suicide 
note? 

MR. BRYANT: Okay, Gary, first, the note - the - I dont - whether ifs a suicide note or 
not, I dont know. It certainly comments about what's going on, first The note was tom up 
into 27 pieces. It was in a briefcase that was discovered on the 26di. 

Q Sir, tUs sounds like all this material that he might have been going to discuss — he had an 
appointment, I understand, to talk to the president on Wednesday after he died Tuesdqr. He 
made this appointment Monday night This sounds like this all die stuff that they were going 
to chat about. 

MR. BRYANT: Well, I don't know - 
Q Do you know for sure — 

Q Could you give us a sense of what you think he was talking about when he seems to allege 
in this note that die FBI lied to the Justice Department? Have you got - 
MR. BRYANT: Fm not really going to get into what his state of mind was or this type of 
thing. The facts are - what was written down, you have. And ifd just be sheer speculation 
on my part or Chief Langston's. 

QSir? 

Q Are you s^ing the FBI hasn't discussed this with the White House counsel's office at all, 
that you have not had a conversation about this particular line in the note, that no one at the 
counsel's office — 

MR. BRYANT: I think Dqmty Attorney General Heymann suggested that certain aspects of 
this note are under inquiry by professional responsibility, and I think thatfs what he's referring 
to. 

Q Do you know why — 

Q (Inaudible.) 


1606 


Z000151 


Q Do you know for sure that there was no other note left by Mr. Foster anywhere? Do you 
know that he did not leave any note for any member of his family? MR. BRYANT: We've 
conducted over 30 interviews to determine what happened to this note, the time schedule, and 
we've run down numerous comments and suggestions of other notes, and we've found them 
all to be without fact. (Cross talk.) 

Q Do you have any indications that — 

Q You haven't really answered the question about the gun, where the gun came from, how he 
got the gun. 

CHIEF LANGSTON: We probably ought to — we ought to probably clean up any other 
comments about the note before we move on to the gun. 

Q Well, can I ask you just about — 

Q Mr. Bryant? 

Q On that Thursday, two days aBer, you have this going through his materials by Beraie 
Nussbaum with people here sort of looking on, the FBI looking on, the Park Police looking 
on. Do you have any concerns that Bemie Nussbaum was the guy who was basically 
searching the office and you guys were sort of standing around? 

CHIEF LANGSTON: Let me comment on that. We certainly weren't pleased at the way that 
was conducted. Our investigators would like to have seen that briefcase and would like to 
have examined the content of files. It was — executive privilege was invoked. And we raised 
those concerns with the Justice Department, and those concerns from the Justice Department 
- -.-e v/iih the W!ii;- And Ilw-use lUSI Icc-inc 

everything that we had asked for, they provided to us fully. 

Q Do you have any sense. Chief, of why this note wasn't found in the first office search? 
CHIEF LANGSTON: It was ripped up into 28 small pieces and evidently was — Q 
Twenty-five. 

CHIEF LANGSTON: Well, there is some controversy over that. (Laughter.) Q The FBI can't 
count? 

Q What fingerprints were found? 

Q I'm sorry. I'm sorry, you were answering the question about why you think it wasn't found. 

CHIEF LANGSTON: Well, obviously, the search of the briefcase was done out of the si^t 
of our investigators and the agents. Papers were being pulled out. And it was overlooked is 
what was ~ 

Q (You are in the ?) executive deparhnent. Why in the world was anybody conducting 
executive privilege against you? 

CHIEF L^GSTON: I can't answer that, ma'am. 

Q Sir, what fingerprints did you find on the note? 

CHIEF LANGSTON: I don't believe anything discernible. 

MR. : There was one smudged palm print. 

CHIEF LANGSTON: One smudged palm print 

Q Chief Langston, the fact remains you don't know, do you, who tore the note up and put it 
in the briefcase? 

CHIEF LANGSTON: No, we don't, Gary, but we have — in interviews with the wife, she 
encouraged her husband to write down a list of what was bothering him. And she believes 
that that may have occurred a week to a week and a half prior to when he was found at Ft 
Marcy. So, it could have been anytime between a week and a half and the time that — 
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Q There’s no question that he wrote it, I understand that. 

CHIEF LANGSTON: Yes. 

Q But there is a question that somebody on the White House staff might have discovered the 
note elsewhere and tom it up and put it there? 

CHIEF LANGSTON: That would be speculation. I could not comment on that 
Q Gentlemen, the note refers to both the president and Mrs. Clinton. Did anybody interview 
the president or Mrs. Clinton as part of this investigation? 

CHIEF LANGSTON: Not from the Park police, no. 

MR. BRYANT: We did not 

Q Why not? The president was one of the last to talk to him, had a meeting with him the 
day following the suicide — 

MR. BRYANT: I think what we were trying to do here first was trying to fmd out if there 
was a violation, if he'd been harmed, you know, assaulted or assassinated or whatever. We 
concluded no. The second part of our inquiry was the note, and we didn't consider the 
president or Mrs. Clinton to be relevant witnesses to that. 

Q Why? 

MR. BRYANT: Because in our investigative view, they were not. Q Did anyone on the White 
House staff talk to you about that? Did diey -• did you approach anyone at the White House 
staff about interviewing the president or the first la^? Did they attempt to discourage you in 
any way? 

Q So, you never talked to anyone on the White House staff at all - 
MR. BRYANT: We talked to many members of the White House staff first about the note 
and the handling of the note. As far as the interviewing the president, no, we did not because 
we did not consider them to be relevant 

Q Why was a loose end not tied up? I mean, if you want to make sure ifs thorough and you 
know this question is going to come - 

MR. BRYANT: I suggest to you that ifs a very thorough investigation. 

Q Is there any indication that Mr. Foster had in the past been treated for depression or had 
ever talked atout taking his own life? 

CHIEF LANGSTON: No. He had been encouraged to see several doctors, and I think he 
had a doctor in Arkansas who was prescribing to him some medication. That doctor was, I 
think, just a regular general practitioner who had prescribed some medication. 

Q What kind of medication? 

CHIEF LANGSTON: He may have taken one dose of that prior - maybe a day or two prior 
to, but the medical examiner found no traces of any drugs in his ^stem. 

Q What medication was that? 

CHIEF LANGSTON: Fd have to - I dont have that on the tip of my tongue. Fd have to 
provide that 

Q Was it an anti-depressant? 

CHIEF LANGSTON: I believe diat it was, yes. 

Q Are we going to get the autopsy report? 

Q Was that the first time he had been prescribed an anti- depressant? Was that the first time 
in his life he had been prescribed an anti-depressant? 

CHIEF LANGSTON: I have not - I dont have that information. 

Q Was the doctor interviewed? 
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CHIEF LANGSTON: I believe so. 

Q Did the doctor say why he would mail an anti-depressant to somebody when most people 
would provide a full psychiatric workup before you take them? 

CHIEF LANGSTON: I believe that Mr. Foster had gone through a recent medical from that 
doctor and had been under his care. 

Q A recent psychiatric workup? 

CHIEF LANGSTON: No. I think just a recent medical examination. 

Q Was it Prozac or was it - 

CHIEF LANGSTON: It was not Prozac, but I can't recall the name of the drug. It started 
with a "T,” is the only thing I can recall. 

Q Chief, you said that Mr. Foster's wife had urged him to write down what was on his mind. 

I know there are sensitive family concerns here, but what can you tell us about what she 
suggested to him that he do with this after he write it down? 

CHIEF LANGSTON: Oh. I think she just wanted him to vent. I can't speculate on why she 
asked him to write it down, but ~ 

Q She didn't tell you that she said write it down and take it to the president or write it down 
and bring it home and talk to me about it? 

CHIEF LANGSTON: No. I was not the investigator, so I wasn't interviewing her. and I 
didn't see that in the investigation. 

Q (Off mike) - sure that this was definitely a suicide, why did the FBI begin to work 

CHIEF L.^GSTON: The FBI was in it because of the public official aspect of it. the 
possible homicide ~ 

Q I know that, but why was the FBI looking at this to tee if he had been assaulted if you 
were so sure it was a suicide? 

CHIEF LANGSTON: Every indication led to that point on the scene. Q (Off mike) - FBI 
man answer that, will you? 

CHIEF LANGSTON: Yes. ma'am. 

MR. BRYANT: I'd be delighted to answer that question. Any time there is an assault or a 
death under suspicious circumstances of an official covered 1^ the assassination or assault of 
a federal officer statute, we immediately put agents with the primary or lead agency, in this 
case United States Park Police, to determine the circumstances. As we became convinced 
that it was. in fact, a suicide, we subsequently started to withdraw, and then the issue with 
the note and the 30-hour issue, and then when we were ordered back in by the Department of 
Justice to examine the circumstances of the turnover of the note. And thafs the chronology — 
Q What does the autop^ show? 

CHIEF LANGSTON: The autopsy showed that he was free of any disease, that he had no 
drugs in his ^stem. and that he died from a single gunshot wound that entered throu^ the 
mouth and upward into the brain. 

Q Can you tell us anything about the origin of the gun, or have you traced the gun? 

CHIEF LANGSTON: The gun has a serial number on it, and if you're familiar widi a Colt 
weapon, there are normally two numbers on each Colt weapon. One is called the serial 
number and one is called the butt number. There was some confusion that there m^ be two 
guns on the scene. Fd like to put that to rest There is one gun on the scene. There's not a 
matched pair that we know of. A photograph of that gun was sent to the family in Arkansas 
to see if that was part of the father's collection. Evidently the father had died and had a gun 
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collection. It was 1 1912 Army Colt special. It was not traceable. It was not registered. It 
was not registered here in the District of Columbia, nor was it registered in Arkansas. The 
gun was similar to that in his father's collection. It was identified by a sister who looked at 
the photograph and said that is similar to the weapon that was in her father's collection. 

There were some ornate swirls on the handle of the Colt. She identified that that was the 
same. And — but nowhere does that serial number come back to any one that we can 
recognize. 

Q Can you tell us, did he have the gun in the White House or did he go someplace else to 
pick up the gun? 

CHIEF LANGSTON: We cannot trace that. 

Q Can you tell us about the time period - 
Q Can you tell us about - can we finish with the gun? 

Q Ok^. 

Q Can you tell us whether or not - in other words, was it believed that he had that gun? 

Does the family think that that gun had been in Vince Foster's possession? 

CHIEF LANGSTON: Yes. 

Q And what can you tell us about the time period - there was a period of four or five hours 
when he left the White House and when he was believed to have committed suicide. What 
do you know about that time period? CHIEF LANGSTON: We know that he had a full meal, 
and we cannot identify where that was, and that's strictly because the medical examiner said 
H-r: he h-jd full V/e Jiuc LT. ilousc, v^..io; 

for the time. The body was discovered at 1800 hours, which is 6:00 p.m. It mwy have been 
there for an hour to two hours. 

Q Chief, you've not been' able to recover die bullet? 

CHIEF LANGSTON: The bullet has not been recovered. 

(Cross talk.) 

CHIEF LANGSTON: Fm sony? 

Q Who was the last person to see him alive that you interviewed? 

CHIEF LANGSTON: I cannot tell you that. It is in the interview statements. Fm not sure 
who that is. 

Q Was it a White House official or his family? 

Q Was there anything remarkable about the last known conversation with Mr. Foster that 
stands out in terms of his suicide? 

CHIEF LANGSTON: I cant answer that. 

Q Why? 

CHIEF LANGSTON: I dont know. That's ~ no knowledge of it. 

Q Was he receiving anti-depressant drugs? And whafs the name of the doctor who sent them 
to him? 

CHIEF LANGSTON: I will provide that to you later, but I dont have it widi me right now. 

Q Chief, can you shed — or Mr. Bryant — any light at all on this line about the usher's office 
and the name Cocky (sp) and HRC? 

CHIEF LANGSTON: No, I can't 

Q Can you give us any idea what that means? The line is: "The usher's office plotted to have 
excessive costs incurred taking advantage of Cocky (sp) and HRC." 

MR. BRYANT: I dont know. 

CHIEF LANGSTON: I believe Cocky (sp) is somebody in the White House and HRC is 
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Hillaiy Rodham Clinton, I believe. Thafs what they speculate. 

Q rm sorry, thafs what who speculates? 

CHIEF LANGSTON: That was just - that was given to me by one of my investigators that 
they thought thafs what that meant. 

Q Sir, in the collection of all the interviews, was there a general sense that he was very 
depressed? 

CHIEF LANGSTON: Oh, yes, veiy much so — from the family, from friends, from his 
writing, from the doctor - that he had been going through some tough times accepting some 
of the problems that had occurred there. And I think you can see in the note that certain 
situations had occurred that he was directly responsible for. 

Q Well did he say to friends that he was having a difficult time? CHIEF LANGSTON: I don't 
know if he did or not. I think his wife acknowledged the fact that he was really down. As a 
matter of fact, they had called the office to see how he was doing. And I diink the friends 
pretty well acknowledged that he had been acting a little down. 

Q Any indication when the note was written? 

Q Did they indicate how long — 

CHIEF LANGSTON: Yes, ma'am? Ym sorry? 

Q Did they indicate how long he had been down, how long they'd been noticing this? 

CHIEF LANGSTON: I think probably it had to extend back over a week or two. Q Did you 
figure out when this note was written, other than Mrs. Foster’s suggestion that she told him to 

V.T;*: dcvrii /li.V. .vSL bcth?n*ig hin? 

CHIEF LANGSTON: No. She said that he had suggested that about a week and a half prior 
to the death. It could have been written any time in there. 

Q When he leaves the White House, does he log his car ouf? Did you find the logging? Is 
that die person who might have last seen him? How did he get his car out of the parking 
because they usually log them in very carefully. 

CHIEF LANGSTON: Fm sure thafs part of the investigation, but I cannot tell you. 

Q Well lefs come back to this last person for a minute, if we could, because that is strange. 

In this kind of investigation I would think you would want to know somebody who saw this 
man direedy before death. Do you have any witnesses who saw him outside of the White 
House after 1:55? 

CHIEF LANGSTON: No. 

Q Where does the investigation go from here? 

Q Let me just finish. Could I - I have one more thought on that, ma'am? Have you 
interviewed his secretary? Did she see him? 

CHIEF LANGSTON: Yes. 

Q Have you — you don't know that, for example, Mr. Nussbaum was the last person? Do 
your investigators know. Chief — 

CHIEF LANGSTON: Yes, they do. No, I don't know. My investigators do know. Q 
(Inaudible) — very quickly so we can find that out? That seems a litde bit crucial, because 
diere are suggestions that a very senior person saw him right before he left And so naturally 
we want to lay diat to rest 
CHIEF LANGSTON: Sure. 

Q Did you examine his phone - 

CHIEF LANGSTON: We'll get back on that. 

Q Did you examine his phone logs? 
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CHIEF LANGSTON: I'm sony. Go ahead. 

Q Where does the investigation go from here? 

CHIEF LANGSTON: The Park Police has concluded its investigation into the death inquiry 
of Mr. Foster. 

Q What about the FBI? 

hA BRYANT: And we've concluded our investigation as to the handling of the note. 

Q Gendemen, there's a lot of serious statements here. Aside from the — you said you would 
follow up on the FBI line in the Justice Department Will the rest of this be looked into? A 
man did, apparendy, give his life because of these concerns. You're saying ifs over. Does 
that mean all these things about the travel office and so on will not be looked into? 

MR. BRYANT: I think some of those inquiries are ongoing. Certainly the travel office and 
the issues about the FBI ~ some of those are ongoing. 

Q What about his telephone logs? 

Q Did you — have you kept a copy of Heymarm's letter? 

Q Did you all examine his telephone calls? 

MR. BRYANT: Yes, we did. 

Q You did? And did that lead you - did that tell you what officials in government he had 
been talking with that might have contributed to his distress? 

MR. BRYANT: Well, we asked for 2-1/2 weeks prior to his death of telephone logs. We did 
receive that. 

Q V.*!:.:: ..vrt th;. cfilccs uw dzsli wiih during d;a\ dme? 

MR. BRYANT: I don't have that information with me. Fm sorry. 

Q Are you going to make that public, those offices, that phone log? 

MR. BRYANT: It's part of our investigation. I doubt it will be made public, ma'am. 

Q Chief - 

MR. STERN: Let's just take a couple more questions, and they've got to get back to work. 

Q Is there any indication of why he chose the place ~ 

Q What about the phone logs? Will you - 
Q ~ he chose to shoot himself? 

CHIEF LANGSTON: No, ma'am. 

Q Was there anything that happened on that date that indicates - that may have sparked this? 
Is there - 

CHIEF LANGSTON: Not to our knowledge, no. 

Q Chief, is there — 

MR. STERN: Safire? 

Q Mr. Bryant, the line that says the usher's office plotted to have excessive costs incurred, 
might that have been a federal crime? And would the FBI look into that? 

MR. STERN: Bill, you came in late. We did distribute a letter from the deputy attorney 
general that indicates how those matters will be pursued. (Cross talk.) 

Q You didn't distribute it over here. 

MR. STERN: Oki^. 

Q Well, what are these - 

MR. STERN: Fll make — Sarah, will you please? 

Q (Inaudible.) 

MR. STERN: We'll make sure that he - I thought it was passed out on your side. If it wasn't, 
well get you copies. Let me just say one last thing. There are some of you who obviously 
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would like to see a photocopy of the original - of the note in its original form. If you want to 
come to my office after this session. 111 be happy to show it to you, but we did want to 
respect the family's wishes. But if you wish to see it in terms of where there are scratch-outs, 
interlineations, scribbles, anything like that, I do have one photocopy. And if you want to 
come to my office — 

Q So we cant get a copy? 

MR. STERN: No. But if you'd care to come to office to look at it - Q Sure. 

MR. STERN: I understand your journalistic need to describe the note to your readers or to 
your viewers. 

Q For those of us who dont usually cover Justice, could you tell us where your office is? 
(Laughter.) 

MR. STERN: Just passed the men's room. 

(Cross talk.) 

MR. STERN: Thank you. Thanks a lot. 

Q Wait a minute, sir! 

Q From which office are we getting the report? 

MR STERN: The report - 
Q When is it being released? 

MR STERN: As soon as the FOIA section processes the report, ifll be available to you. 

That has already started before this meeting even took place. 

Q you to file a Oi li goii.^ ic be to cve«yboJy a( cr.ee? 

MR STERN: The normal praedee of the FOIA section is to call the people who have 
requested it and let them know that it's available and to ask them whether they would like it 
mailed or would they like to pick it up. (Laughter.) 

Q Who do we tell — 

MR STERN: If youll send an FOIA to Philip Heymann, the deputy attorney general, or to 
me, well make sure that it gets up to that section. 

Q This question is to both of these gentlemen here. You say this man was in great 
depression and he'd been dissatisfied with the government Therefore we certainly need to 
know what departments and what agencies of government he talked with recently, and that 
would be in the telephone log, and you're not going to make that public? 

MR STERN: Sarah, if you put in a Freedom of Information Act request, well make sure that 
it's handled. 

Q (Off mike) - Freedom of Information Act ~ (off mike). I want to know what — 

MR STERN: Ok^, Sarah. 

Q - (off mike) — of things we should know now. Are you going to give it to us or are you 
not? 

MR STERN: Sarah, I don't think we have that available at this — at this point Q Well, why 
dont you? 

MR STERN: You want some special servicing? Is that it? You're not content to wait and 
do it the normal way, through a Freedom of Information Act request? Q No. Hell, no. Fm 
not - 

MR STERN: Okay. 

Q — going to wait on that. 

MR STERN: Thank you very much. 

END 
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NATIONAL PARK SERVICE 
HEADQUARTERS, UNITED STATES PARK 
1 100 Ohio Drive, S.W. 
W.ishingion, D.C. 20242 
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Mr. Bernard NUssbaum 
Chief Counsel to the President 
West Wing, 2nd Floor 
White House 

Washington, D.C. 20500 



Dear Mr. hKissbaum: 


While processing a Freedan of Information Act (POIA) request from Mr. William 
Neuman, received on August 11, 1993, the United States Park Police located four 
documents containing information furnished by White House Staff. We request 
your review of the documents, making any deletions or reconmendations regarding 
withholding a document in entirety. We ask that the documents be returned to 
us. Please cite the FOIA exemptions regarding deletions or withholding 
recommendations y^ have made. If there should be any other justification for 
withholding this infonnation from public disclosure, please provide supporting 
documentation. 

We have enclosed the following: 

1. a copy of Mr. Neuman's FOIA request; 

2. copies of the doctiments you provided us; 

If you should have any questions concerning this referral, please contact 
Sergeant Albert Jez on 202>690>5103. 

Sincerely, 


Robert H. Hines, Major 

Comnander, Office of Inspectional Services 



Enclosures 
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PRESS BRIEFING 
BY 

DIRECTOR OF COMMUNICATIONS MARK GEARAN 
The Briefing Room 


4:27 P.M. EDT 


MR. GEARAN: Let me begin by apologizing for being 

late, and thank you all for coming. Sincerely, though, we're sorry 
we're getting delayed coming in here. 

Q Why? 

MR. GEARAN: We apologize for that. 

Let me begin — 

0 And it won't happen again? 

MR. GEARAN: And it will not happen again. We promise 

you that. (Laughter.) A late lunch on my part delayed me. 

Let me begin with a few remarks about Vince Foster's 
writing, which I assume is most of your interest here. Vince Foster 
was a very highly respected and certainly well-liked and able member 
of this administration. At this time, particularly, the thoughts of 
everyone in the White House are with his wife, with his children, and 
with his many friends here in Washington and in Arkansas. 

The sentiments in the note are the comments of someone 
who was obviously troubled about matters he encountered at work. 
Certainly those who have known him here have gone back in their minds 
trying to remember conversations and discussions they have had with 
him, searching for clues to the question, why. 

To my )uiowledge, and certainly even with the benefit 
of hindsight, his tragic death is very much a shock and a surprise to 
his colleagues and to people here. I don't think his colleagues here 
at the White House ever fully realized what Vince was going through 
during his time here. 

As all of you know, the writing was found torn up in 
the bottom of his briefcase. It was unsigned. It was undated. We 
do not even know how seriously Mr. Foster may have taken the note. 

We don't even know when he wrote it, since it is undated. So as we 
go through this, let me be clear just from the start, I will not 
• ‘■‘--‘r^t to characterize what Mr. Fost^'r v... 

phrases or sentences. It would not only be inappropriate, but it is 
certainly beyond anyone's capacity to interpret many of the words 
that he wrote here. 

Let me take any of your questions. 

Q Mark, would you explain what he meant — well, 
you can't explain what he meant -- can you tell us what information 
you have about the line that says, "The Usher's Office plotted to 
have excessive costs incurred taking advantage of Kaki and HRC." 

Give us any information on that and on what the costs have been for 
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the redecoration to date, and whether it is believed that there are 
any cost overruns. 

MR. GEARAN: Okay, let me — 

Q Would you repeat her question please? 

MR. GEARAN: Certainly. The questions involve the 

reference in the writing regarding the renovations in the White House 
and Kaki and HRC. 

Let me just begin with what we think at this point. 

As I said at the beginning and I think I'll be compelled to repeat, 
in many of these instances we do not know what he meant. We really 
can't speculate, in certain sense, because we're not aware of what he 
may have been thinking at that time. We don't know when he wrote it 
so in a certain sense by definition, we are not able to speculate in 
a way with any more reason than many of you. 

We do not believe there any plot in any way for any 
costs related to the renovation of the White House. I would observe 
to you that, as the Justice Department announced this afternoo:. , the 
Office Public Integrity at the Justice Department, which has reviewed 
it and Mr. Heymann said today, "While the inquiry into these 
assertions is not totally complete, I am told that based on its 
interviews today, nothing has led the Public Integrity Section to 
suspect any criminal conduct that would then have to be investigated. 
So we are not aware of any criminal conduct or — 

Q Well, not criminal conduct, but can you tell us 
what it has cost and whether there has been a cost problem? 

MR. GEARAN: I am not expert enough on the details of 

all of the renovation. I can tell you — and I would direct you to 
Lisa Caputo and the First Lady's Office, who can go through the types 
of the numbers. 

Q They say they don't have those numbers. 

MR. GEARAN: We can work with that with the First 

Lady's Office in terms of the specifics of the renovation. 

Q Can you get them to us today in time for our 

deadlines? 

Q Yeah, in 20 minutes? 

MR. GEARAN: In 20 minutes? I'm sorry. Bill. 

Q Can you get them to us today in time for our 

deadlines? 

MR. GEARAN: Why don't we work on that. Let me just 


0 — 1 — --.a asked that office and 

they said that you were going to have that information at this 
briefing. 

MR. GEARAN: The information of the — let me tell you 

a bit about the renovation and help you out as much as I possibly 
can. The renovation here is conducted by, historically, through the 
White House Historical Society. That's the operational body that 
works with the renovation of the White House. There's — again, I 
can't tell you all of the rooms that might be involved, but it 
involves some of the public rooms — the Oval Office, the Treaty Room 
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— some of the residence rooms and a combination of that. I would 
have to — 

Q Why don't you have somebody who can tell us? 

MR. GEARAN; We certainly will. 

Q Why are you out here if you don't know it? 

MR. GEARAN: That's a fair question. I'm asking 

myself. (Laughter.) Among your many qualities, mind-reading is 
really one of them. (Laughter.) 

Q What are the other ones? 

MR. GEARAN: Her other qualities are too long to note. 

But let me go back — I'm sorry. 

Q Good lunch appetite. 

MR. GEARAN: Lunch appetite, yes, late lunch. So we 
will have to work with you on the numbers. I am not expert enough on 
renovating. I'm trying to sell my house — 

Q Why was he concerned about it? How did it come 
into his bailiwick at all? 

HR. GEARAN: Well, as Deputy Counsel in the Counsel's 

Office, part of his responsibility and his job was the legal matters 
affecting the residence. And so in that context he was made aware of 
it. But I can tell you at this point, for your purposes, and we will 
work with you, but we do not believe any plot. The Public Integrity 
Unit that's been looking into it has indicated that they have no 
suspect of any criminal — 

Q Did Mrs. Clinton ever say anything? 

Q Was Mrs. Clinton being involved — I mean, was 
she being accused of overspending or anything in that way? 

MR. GEARAN: No, no. Mrs. Clinton as the First Lady 

is involved with the renovation, but no. 

Q Well, why was the Public Integrity unit looking 

into it? 

MR. GEARAN: That's what the Deputy Attorney General 

directed. 

Q Could we have some more on camera here, Mark? 

Q Excuse me? 

MR. GEARAN: The Deputy Attorney General, as he 

announced. today -- I think he provided this at his briefing. They 

Q And it began when — the Public Integrity Unit's 

investigation? 

MR. GEARAN: I don't know. I'd have to direct you to 

Justice. 

Q It began after this note was discovered? 

MR. GEARAN: I would assume so. Let me read his — 
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Q Before you go on, can this briefing be on camera? 

MR. GEARAN: I think we should just continue the five- 

minute d6al. Let me read you this. This is from Phil Heymann to the 
Acting Attorney General for the Criminal Division and the Counsel of 
the Office of Professional Responsibility. 

"Attached is an unsigned, undated reproduction of 
notes, the originals of which the laboratory has determined were 
written by Vince Foster. I would like OPR — which is Office of 
Professional Responsibility — to review the assertion in the notes 
dealing with the FBI and to give me its recommendation as to what, if 
any, further inquiry is necessary and appropriate. I would like the 
criminal division to review the other assertions in its notes and to 
give me its recommendation as to what, if any, further inquiry is 
necessary and appropriate. Please contact me or David Margolis if 
you have any questions." 

So I need to direct you to Justice for it — 

Q In the 10 days since this note was discovered, 
who has seen the note? Has the President seen the note? Who else 
has handled it? 


MR. GEARAN: Again, in terms of the handling, what was 

concluded today was that the White House handling of it was 
reasonable. They felt the time line was reasonable. 

Q Who saw the note? 

MR. GEARAN: The President did not see the note. He 

was apprised of the contents of the note. 

Q When? 

Q Mark, you're covering things that weren't covered 
at Justice from a White House perspective? 

Q This briefing should be on camera. 

MR. GEARAN: I don't care. My face is lovely on 

camera . 

Q Can we get the lights? 

MR. GEARAN: Sure. 

Q Wait a second. Can you back up to my question 
please? Who sw the note and when was the President apprised of the 
contents of the note? 

MR. GEARAN: Who saw — 

Q Who in the White House handled this note — kind 
of a chain of evidence kind of thing — who at the White House 
handled the nnhe? - 


MR. GEARAN: I will do the best I can, but I need to 

state at the beginning that in terms of the handling of the note, 
which had been an issue that the Justice Department reviewed — just 
for everyone here, because if you weren't at Justice, the conclusion 
was it was reasonable. 

Q The Park Police guy didn't say that at all. The 
Park Police Chief said that the White House should have turned that 
note over much sooner than it did. 
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MR. GEARAN: I think he said, from what I understand 
is, that it was reasonable. But anyway, let me get to the point of 
your question. 


The legal counsel — associate and the legal counsel 
and the Chief of Staff and I'm not — David Gergen, the counselor. 
I'm not familiar with anyone else who — you mean who physically saw 
the note, was your question? I believe that's right. Let me take 
that and let me report back to you if there's any others. 

Q But related to that question is the question of 
this information about the Usher's Office has been available inside 
the White House since that note was discovered and read by people on 
the staff here. Has Mrs. Clinton been asked anything about the 
contents of that note? About her suspicions about something going 
on? Has the interior decorator been asked anything about it? What 
— has anybody tried to come to a conclusion on what it was that 
persuaded Vince Foster that there was something going on that could 
be a problem? 


MR. GEARAN: We don't know is the answer — 


Q Nobody? 

MR. GEARAN: — to what he might have been thinking or 

speculating at this point. I can tell you, as Heymann mentioned, 
that the Office of Public Integrity, while it's not complete, has 
made a preliminary inquiry. And that was the quote that I — 

Q Mrs. Clinton hasn't been asked about this note? 


MR. GEARAN: Not to my knowledge, but you might want 


Q Is it the assumption then — 

MR. GEARAN: You should talk to the Justice 

Department. They're the ones — 

Q Is it the assumption then that Vince Foster was 
making this up? This was out of whole cloth? 

MR. GEARAN: I have no ability to answer that 

question. We do not believe that there is any, as he says, plot. We 
note that the Public Integrity Unit has looked into it. Beyond that, 
I'm unable to speculate what he might have meant. 

Q Was anyone else in his office working on this 
issue with him? Any other members of the Counsel's Office working on 
a possible cost problem involving the renovations? 

MR. GEARAN: No. 


Q Have they been asked? 

MR. GEARAN: Well, it has been rev'’-‘»— 

his files have been turned over, but I'm not aware of anyone else in 


Q What was found when it was reviewed since then? 
And did you ask the Usher's Office? 

MR. GEARAN: We did not. The Justice Department did, 

to the best of my knowledge. I can detail more from the briefing 
that might have come up today at Justice who they might have talked 
to. I'm not aware of who specifically in the White House they spoke 
to. You need to check in with Justice on that. 
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Q Mark, do you or does anybody in the White House 
believe that the press has received illegal benefits? Can you set 
that accusation in his letter to rest? 

MR. GEARAN; I have no reason to believe that that is 
the case. I don't know. My sense is that we're not aware of any 
facts to support that statement. There have been articles published. 
That might have been where he was ~ what he was referring to, but we 
have no basis in fact. 

Q Do you think that anybody is paying too much for 
renovation, that is a reason for somebody else to suicide themselves? 

MR. GEARAN: I can't make any judgment of the reasons 

or speculate on the reasons for suicide. 

Q Is that considered the suicide note as such? 

MR. GEARAN: I'm sorry. 

Q Is it viewed as a suicide note? 

MR. GEARAN: I think it is viewed as a note of a 

writing who was troubled by matters at work. That, indeed, it's a 
sad commentary in many ways on life in Washington and it's, frankly, 
given many of us pause for thought, particularly the reference that 
Vince makes at the close of his writing. 

Q Mark, do you agree with his characterization? 

MR. GEARAN: Assessment? I think — I believe that 

the note is, as I said, a sad commentary on life in Washington. I 
think it's someone who had perhaps a loss of perspective here. But 
we really can't know many of the reasons here. Suicide is a painful 
and an irrational act. And there's always an element that we will 
never know — many of us. 

Q Do you have any idea what the reference to 
Republicans covering up a prior investigation is in reference to? 

MR. GEARAN: We're not aware of any facts to 

substantiate what he might have meant. Again, it's hard for us to 
truly say what he may have been referring to. He may have believed 
that there problems in the travel office that predated our 
administration. Those have been noted from time to time in the press 
— I don't know that. I can't tell you that with certainty. But we 
are certainly not aware of any misrepresentation or cover-up or 
anything that's suggested. 

Q Mark, do you think you can shed some light on 
when you said the FBI lied in their report to the AG? Do you know 
what things they lied about? And also, what is the prior 
investigation that he's referring to that the GOP covered up? 

MR. r.PAP*M. *4... 4.- ~ PBI and the report, 

we have no reason to believe that the FBI lied. I can't speculate as 
to what he might have been referring to with any certainty, 
obviously. But I would refer you to — in the travel management 
office review, there was a reference to differing recollections of 
conversations or events, and in the instance of the travel office, 
management review referred to the different recollections of a 
conversation between the FBI agents and Bill Kennedy. That might 
have been the reference there. 
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Q So What about the prior investigations that the 
GOP has lied and misrepresented its knowledged role and covered up a 
prior investigation of the travel office? 

MR. GEARAN: What I said earlier was, again, we don't 

really know, but prior instances of problems in the travel office 
predating our administration have been noted or observed. Whether of 
not that was the case, we don't know. 

Q Since Vince Foster's suicide there have been 
discussions in the White House amongst people talking about why he 
might have done it, and from that has come out a fully portrait of 
people having talked to him before his death and there were some 
signs that he was troubled. In any time in that process of 
reflecting on those conversations has anyone come across 
recollections of conversations on the topic the Usher, the FBI, the 
charge about the Republicans that he talked about — not that you 
don't think that there are any charges are true — but does anyone 
know of any time that he talked about any of those topics? 

MR. GEARAN: Well, the topics of the travel office and 

others have been ones that have been well discussed within the White 
House. No one ever thought here, that any of the references here — 

I mean, it should go without saying, but by definition, was to a 
point — as I said at the beginning we were not aware clearly of the 
depth of his feelings by definition. People would have done 
something here otherwise. 

Q There was no discussion, no one had discussions 
with him about any of these more specific types of topics than just 
the travel office? 

MR. GEARAN: I think in the list of things — I mean, 

we're not aware of — we were not aware that the kind of references 
that he observed were ones that would have prompted any kind of 
action that he eventually took. 

Q May Z just follow up on a (question about the 
Usher's Office? May Z take it that some other official in the 
Counsel's Office now has whatever portfolio or case or whatever you 
care to call it that he would have had that would have brought these 
matters to his attention? And may Z take it further that someone is 
following up on this matter, this seeming allegation of excessive 
costs — to find out what this was about and to determine what it is? 


MR. GEARAN: Yes. 

Q So the White House is on the case, so to speak? 
MR. GEARAN: Yes. Let me be clear. 


Q What did he say, sir? 

Q Who would that be? 

w ^ MR. GEARAN: Z'm sorry — ke^p goi«<7 » • 

Q Can you just tell me who would that be that's 
following this up? 

HR. GEARAN: Bernie Nussbaum is assigning the 

different pieces of work within the Counsel’s Office that Vince had 
been charged with to the other counsels in the office. I don't know 
who specifically has his portfolio. We can get you that. 
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Q Well, since this has tumbled into the public 
here, can you assure us that what findings you will have on this 
apparent allegation and this matter will be made public? 

MR. GEARAN; Well ~ 

Q Will you kindly tell us what you just asked? 

MR. GEARAN: Certainly. The question was whether the 

findings that we have from — let me restate your question right, 

Brit — but the findings that we determine in relations to the 
Usher's Office, will that be made public? 

Q With regard to the issues raised by this 

question. 

MR. GEARAN; Okay. Let me say two things in that 
regard. First of all, as we've said, we do not believe that there is 
this plot that exists. Secondly, the Office of Public Integrity has 
been asked by — as I read — the Deputy Attorney General to look 
into this and they have determined in a preliminary way in this 
instance that nothing they have reviewed thus far has led to any 
criminal conduct in any way. 

Q Sir — 

Q Go ahead, Mark. Wait a minute. Let him finish 
what he was saying. 

MR. GEARAN; They may be helping me out. This may be 
in your interest. I'll be right back. Hang in there. 


* * * * 


Q Round two . 

MR. GEARAN: You're all still here. Let me tell you 

just how we have observed the time in, rather than delaying you, 
going to the First Lady's Office and to try to assist you as 
completely as we can. I'm suddenly now a genius on the renovation. 

As best as I can give you rather than delaying you any more than what 
we already have, and let me just say at the beginning, for a lot of 
the real detail on the renovation, you really do need to visit with 
the First Lady's Office. But let me help you as best I can. 

The issue that we believe is that — as we talked 
about previously — from the plot to ~ all of that stuff that we've 
already discussed. But it is very difficult for us to speculate just 
what he nay have meant in this regard. One of the things that we can 
suggest to you is a difference in the estimates that have gone on in 
the Usher's Office regarding the renovation from the Usher's Office 
and the decorator, who is Kaki, mentioned in the writing. Kaki 
Hockersmith is the decorator — interior designer who assisted in 
planning the renovations at ^he wbit.e hou«so 

Q What were the renovations? 

MR. GEARAN; Okay, let me get into this. Anyway, so 
in terms of what this might have meant was there was a difference in 
the estimates at the — from the Usher's Office to the decorator's 
office and that change is one that Vince was apparently concerned 
about at a certain point of time. 

Q What were the renovations? 
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MR. GEARAN: Let me get into this. There were two 

estimates that differed. Let me just get into this and then we can 
go through. 


He was concerned about the discrepancy in costs and 
asked the Usher's Office — he, Vince, asked the Usher's Office to 
provide an explanation for the change in estimates. We can only 
assume that Mr. Foster was unclear about the costs because we do not 
believe that he had actually reviewed the receipts relating to the 
renovation that included labor and upholstery and the charges that 
were incurred, and is continuing. The renovation is not complete. 

What happened here — let me go through this — what 
happened here, as we understand it, is a miscommunication between the 
decorator and the Usher's Office. For example, the Usher's Office 
was not aware of the certain time deadlines that the decorator was 
going to impose on the work being done. Similarly, the decorator 
didn't understand what the imposed deadlines would mean for overtime 
labor. Therefore, there was a difference in the estimates that were 
given from within a few month period. That might have accounted — 

Q Difference in estimates or difference in 
estimates and costs incurred? 


MR. GEARAN: Estimates at this point. The renovation 

is continuing. And at the end of the entire renovation, the plan, 
apparently, of every renovation — what they usually do, I am told, 
is to provide a report on what was done, how it was completed. This 


Q How big was the — 

MR. GEARAN: Okay, let me go through. The first 

estimate that was given in March was for $250,000. 

Q Whose was that? 

MR. GEARAN: That was the arrangement between the 

decorator and the Usher's Office. 

Q Whose estimate? 

MR. GEARAN: That's what they agreed to at that time. 
That's what they agreed to at that time. 


Q What was this for? You haven't told — 

MR. GEARAN: The second was — 

Q Why don't you tell us what the renovations were 

for? 

Q Sarah. 

MR. GEARAN: The second, which was approximately 

'''''' given in early June. 


usher? 


Q These were both given by the decorator to the 


MR. GEARAN: No, these were the estimates that — the 

initial one that the usher and the decorator worked out. What we had 
— what resulted was apparently a miscommunication as to what that 
estimate involved. When the price — 

Q What is his name? 
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MR. GEARAN: The usher’s name is Gary Walters. What 

resulted in the intervening, I guess it is two months, three months, 
was the increase in the cost. That's what Vince was concerned about. 

After discussions between Vince and the Usher's 
Office, most of these were resolved. In a comparison of the receipts 
and the charges incurred that has been reviewed by the Counsel's 
Office that has been — seemingly, there's no issue that we need to 
be concerned about. 

Q So the first estimate came from — was what they 

agreed upon — 

MR. GEARAN: They worked it out. 

Q The second one was when the decorator came back 
and said it's going to cost this much more because of increased labor 
costs and OT caused by the deadline? And that's where the dispute — 

Q The decorator or the Usher's Office — 

Q Who came back with the — 

MR. GEARAN: Well, see, I don't know if anyone came 

back. I think that — 

Q Whose was the $377,000? 

MR. GEARAN: That was the new estimate based on the 

charges coming in — due to this miscommunication. 

Q From the decorator? 

MR. GEARAN: Well, the decorator, the overtime, the 

different things that go into this. 

Q So the $377,000 is not an estimate. It's real 

costs? 

MR. GEARAN: No, it's an estimate. It's an estimate. 

Q What are we talking about — 

Q It's a revised estimate. 

MR. GEARAN: It's a revised estimate. For those of 

you — there you go. Brit's apparently built a house, he knows about 
revised estimates. 

Q Why don't you tell us what the renovations were? 

MR. GEARAN: Let me tell you as best I can about what 

the renovations were. And for some of this, you really do need to 
speak with Lisa. What I've tried to do is give you enough as the 
time is approaching. The renovations include both the public space, 
renovation* park’s -r Room in the 

Residence, and some of the public and private space in the Executive 
Residence. 


Q Is this private donations? Who's paying for it? 
MR. GEARAN: Private donations. 

Q Who is paying for this? Private or taxpayers? 
MR. GEARAN: Private donations. 
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Q Mark, what is — two questions. Could you move 
Sarah up front so she can hear things? Second of all, what exactly 
does the usher do? (Laughter.) 

MR. GEARAN: Which one of you wants to leave? 

( Laughter . ) 

Q It just seems like it would make it easier for 
her and everybody. 

MR. GEARAN: Okay. What's the second question? 


Q What does the usher — I'm not clear how the 
usher fits in. Explain who does what? I mean, who oversees the 
decorator? 


MR. GEARAN: Yes. The Usher's Office manages the 

Executive Residence staff, whose responsibilities include the care 
and maintenance of the historic Executive Residence, its furnishings 
and preparations for official and ceremonial presidential events and 
the operation of the First Family's household. There's a Chief Usher 
and then four assistant ushers. 


Q Does the decorator work for the usher by contract 
— in other words, he is getting 20 percent of whatever the cost of 
this is? 


MR. GEARAN: I need to send you to Lisa on that. 

Q In other words, the decorator works for the 

usher? 

MR. GEARAN: The decorator works for the First Family. 

But the Usher's Office coordinates the Executive Residence. 


Q Can Z just clarify one thing -- why would Vince 
Foster be at all interested in what the ushers and the decorators and 
this whole project — how does he fit in? 

MR. GEARAN: Well, as Deputy Counsel, one of his jobs 

was to work on any legal Issues or to — on the residence issues in 
the White House. 


Q But isn't that a little junior for the Deputy 
Counsel to be getting involved in those kinds of minor matters? 

MR. GEARAN: I don't think so. 

Q Other than a misunderstanding, was there a real 
fight between them? 

MR. GEARAN: No, I think it was a miscommunlcation , is 

how I can best interpret it. 

Q- Betimen' -who? .. . 

MR. GEARAN: Between the Usher's Office and the 

decorator. 

Q Mark, the note seems to exhibit something more 
than just discouragement or depression about the way things are 
going. There's hints of conspiracies and cover-ups. I mean, more 
than hints. Has there ever been any indication from the people 
who've known him for years, including the Clintons, that he ever 
exhibited this tendency or this concern about broader plots being 
waged against the President? Was it right in that case to put him in 
a position of this kind of responsibility? 
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MR. GEARAM: John, I can't tell I'm not 

qualified to make some judgments on his state ind. I can tell 
you that the view here is that it's a sad documt/.c and someone who 
was clearly troubled about his work. Beyond that, I am not — 

Q But is it the conclusion of the Clintons or those 
who knew him best, including Mr. McLarty, that his six months in 
Washington really pushed him to the edge? Or was there any sort of 
trail before that of disturbed thinking? 

MR. GEARAN: I think people here at the White House 

remain shocked and surprised. I think if people had realized the 
depth of his feelings there would have been a different action 
precipitated. 


Q Who is Kaki and how is it that she got the job of 
doing the decoration and so forth? 

MR. GEARAN: You're going to have to check in with 

Lisa on some of this stuff. Let me tell you who she is. 

Q Was there competitive bidding, for example, or 
was she brought in because she's a friend of Hillary's or who is she? 

MR. GEARAN: She's a Little Rock interior designer. 

And beyond that, what previous works, what her clients are, I think I 
need to send you to Lisa. 

Q She's presumably, a friend of Hillary Clinton's. 
She's from Little Rock — is that a presumption, or what's — 

MR. GEARAN: I assume they're — traditionally, the 

First Family selects an interior designer. I don't know what's — 

Q Were the renovations approved by the White 
House's Historical Commission? 

MR. GEARAN: I believe that's right. I don't know 

at "approved" means, but the White House Historical Society — 

Q Changing the Treaty Room, now that's a very 
historical room. 

MR. GEARAN: You bet. 

Q — and the Oval Office and things like that are 
certainly — we ought to have from you some proof that the White 
House Historical Commission, which approves everything that changed 


MR. GEARAN: I think on some of the specific on the 

renovation — the best Z can do is to how they did it to send you to 
Lisa. What meetings were held, how that was done, Z'm not -- 

Q Mark. h»« notified anybody 

in the Counsel's Office or tnrougnout the wnice House staff that 
White House officials were under possible ethics violations — 
investigation for possible ethics violations in conjunction with the 
handling of the travel office seven? 

MR. GEARAN: I don't know the answer to — let me take 

the question. I mean, I don't know if the Counsel's Office was 
notified — I don't know the answer to that. 

Q Lawyers to the travel office seven have urged the 
Justice Department Public Integrity section to expand the 
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investigation beyond the seven to look at possible ethics violations 
by the officials involved in the firings. 

MR. GEARAN: I don't know the answer. 

Q You don't know whether he received a call from 
Justice saying we may look into that? 

MR. GEARAN: I don't know. I can post an answer. Let 

me take a few more. 

Q Given Vice Foster's involvement in this and in 
the FACA case, was there any way in which he — it's fair to 
characterize his role in the Counsel's Office as having 
responsibility for those issues pertaining to the First Lady? Did 
that tend to be in his portfolio? 

MR. GEARAN: He had a broad portfolio. As Bernie 

Nussbaum said, when they approached their job, that they were 
partners in the Counsel's Office, building a law firm. And they 
approached it like that — bringing in the Associate counsels. I 
think we can say quite a bit about Vince's work in the Counsel's 
Office and that as a extremely able lawyer. 

Q Just to follow up. Partners in law firms have 
different responsibilities. Did the First Lady's work and legal 
needs tend to fall on his desk rather than that of other attorneys? 

MR. GEARAN: I'm not aware, aside from the renovation 

and the task force any other instances. But certainly those two 
were. He assisted in the Supreme Court nomination, as you know, 
directly for the President. Someone that the President sought for 
his own advice. I would not narrow it to that, but it included those 
two instances. 


Let me just take a couple more questions. 

Q Mark, did anybody besides Vince Foster raise any 
questions about these estimates into the redecoration of the White 
House? And is there an ongoing investigation into any of these 
allegations in this letter, whether it be the cost estimates, the FBI 
lies to the AG, the press covering up illegal benefits, or is there 
an ongoing investigation into any of these issues? 

MR. GEARAN: I would have to refer you to Justice for 

the status of those investigations. Heymann, in the letter I 
mentioned, this morning directed Professional Responsibility and 
Public Integrity to do that. And the investigation — 

Q And did anybody else raise any questions about 
the cost estimates? Anyone besides Vince Foster? 

MR. GEARAN: Not that I'm aware of. 

Q What was Bernie Nussbaum 's response to these 

allegations in this letter? Is he as 
as you appear to be? 

MR. GEARAN: I think Bernie would share in our 

assessment that it's, most of all, a sad commentary on Washington. 

One more question. 

Q Do you have any comment about the line in here 
about the Wall Street Journal? Is there any degree to which the 
Journal is being blamed? 
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MR. GEARAN; No, we let it stand as is. We're not 

aware of — 

Q Why do you think it's a sad commentary on 

Washington? 

Q You said earlier that — are we to believe from 
the sum total of your statements today that the White House Counsel's 
Office could be involved in something as trivial as the new curtains 
in the residence area, but that there was never any conversation in 
the last 10 days that you folks have had access to this note with 
Mrs. Clinton about any of this or anybody in the White House? 

MR. GEARAN: Let me not mislead you and let me correct 

this. What I would like to have said was that Vince's role — and 
including the Health Care Task Force was one of the things he worked 
on — many issues of nominations including the Supreme Court nominee, 
and in this instance, some matters relating to legal work concerning 
the Executive Residence. He was not involved in the renovation, but 
when the instance of this apparent miscommunication came before him, 
he felt it is, apparently, role to look into it. That's what I meant 
to suggest. 


Q the White House Counsel's Office have that 

much input into the workings of the First Lady's — a broad range of 
the First Lady's other activities, there has been no attempt by 
anybody in the White House Counsel's Office to talk to Mrs. Clinton 
about the contents of this note? 


MR. GEARAN: I'm not aware that anyone from the White 

House Counsel's Office has done that. I can check that for you, 
Gwen. Certainly her staff — we have discussed it with the staff. 

No one is aware of any plot about the excessive charges. People are 
aware of this issue, of the miscommunication. 


Q Do you find it inconceivable that Mrs. Clinton 
would not have been apprised of the contents of this note? 

MR. GEARAN: Let me — 

Q Why do you think this is a sad commentary — 

MR. GEARAN: We'll have to take the question. I don't 

know. 


Q 

it seems to me, on 


— on Washington? 
the White House. 


I mean, it's a sad commentary. 


MR. GEARAN: Well, I think everyone can make their own 

judgments. That's my view. I guess it was an answer to the last 
question — to the last reference in Vince's letter that I think was 
most powerful to people here. 


I,et me end there so you can all — 

Q M'- V ’> • - *'• ” "■ '..orked together 

as partners, so Mr. Nussbaum should have known the cases he was on. 
How is it that the one is so troubled that he's taking his own life 
and the other one not at all? 


MR. GEARAN: Well, I think suicide is always — in 

some ways has an element of mystery. It's an irrational act. And I 
am not personally able to detail to you any set of objective reasons 
for what is inherently an irrational act. 


Thank you. 


END 


5:09 P.M. EDT 
#107-0810 


1642 


Z000217 _ 

O- 


C!» 




THE WHITE HOUSE 
Office of the Press Secretary 




Release 


August 11, 1993 


BRIEFING BY 

DIRECTOR OF COMMUNICATIONS MARK GEARAN 


The Briefing Room 


3:05 P.M. EDT 


Q Well? 

MR. GEARAN: Thank you for bearing with us. 

Q We don't have a choice. (Laughter.) 

MR. GEARAN: That's been made quite clear. 

Q It's our pleasure, Mark. (Laughter.) 

Q It is not. 

MR. GEARAN: Anything else? 

Q Where is Dee Dee? (Laughter.) 

Q We want Dee Dee. 

Q And we have a follow-up. 

MR. GEARAN: There's been a coup. No, we delayed the 

briefing so we could provide the maximum amount of information for 
you on our schedule as events role up. 

Q Can we do questions before we do schedule? Since 
we only have five minutes. 

^ Q Start the five minutes after the schedule, if you 

could do that. Do the schedule and then begin the five minutes 
after. 

MR. GEARAN: This is like a game show. What do we do — 

five minutes after the what? 


the schedule. 


After the schedule. Start the five minutes after 

Q When you say "the clock is ticking, dude" — 
riR. GEARAN: I would never say such a — (laughter.) 

Q Dee Dee would say that. 

Dee Dee — that's very California, that's 
right. (Laughter.) i would say, sir, the — all right. I will go 
through just the schedule and then I'd like to go a little bit more 

jump to Friday and we'll get back 
after the clock is ticking, dude, to — (laughter) — to tomorrow. 


leaving? 


Can we start with tomorrow morning, like time we're 
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MR. GEA?‘V: What do you want? Do you want Friday? The 

clock's ticking. I’ thoroughly confused. Okay, Friday, let's start 
witl^. Friday and we'll go back and the clock's ticking. 

Q Whatever. 

Q You're working backwards if you start on Friday. 

MR. GEARAN: On Friday — Thursday night will be 

overnight in Oakland, California. Friday he'll be in California at 
Alameda Air Station, returning to Denver on Friday, later afternoon, 
where there will be a bill signing for the wilderness bill and then a 
fundraiser at the airport — all of this is at the airport — for 
Governor Romer. 

The President will then leave for Vail, Colorado, where 
he will remain Saturday and Sunday. Midday Sunday, the 15th — we're 
now on — he will go to Fayetteville, Arkansas, where he will remain 
overnight on Sunday. 

Early Monday, on the 16th of August, he will fly to 
Tulsa, Oklahoma, where he will attend a meeting of the Democratic 
Governors Association, attend the — he will also attend the National 
Governors Association. There are two meetings. Some things I really 
know; this is one. (Laughter.) Don't even try on this one. My name 
and this I know. (Laughter.) 

Q So he'll go to two — 

MR. GEARAN: That's correct, Helen. 

Q Do you know what time he speaks? 

MR. GEARAN: The Democratic Governors Association is a 

breakfast meeting. It's a very distinguished group that has had fine 
executive directors in the past. (Laughter.) 

He will then go to the National Governors Association, 
where he will attend the plenary session. Then they have a governors 
only Ixincheon at the National Governors Association in Tulsa and then 
back to Fayetteville. 

Q Do you know what time he speaks at the plenary? 

MR. GEARAN: We can get you that. I believe it's around 

11:00 a.m., but we'll have to get you that. 

Tuesday he's in Fayetteville. 

Q And the luncheon is closed? 

MR. GEARAN: The luncheon is closed. The governors only 

luncheon. 

n Tm v. — 

MR. GEARAN: The breakfast is closed. 

Q Does he go back to Fayetteville Monday night? 

Q — home from Fayetteville Sunday? 

MR. GEARAN: I'm sorry, Ruth. What? 

Q Does he go back to Fayetteville Monday night? 

MR. GEARAN: That's correct. 
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Q I take it you guys couldn't get hotel rooms in 
Tulsa Monday. I'm on vacation, so I don't care — on Sunday night? 

MR. GEARAN; So you're just asking questions you don't 
care about? (Laughter.) 

Q He wants to keep us — 

MR. GEARAN; Does this count on the time? I don't know 
the reason, but who cares, because we're going back to Fayetteville 
on Monday. 


Tuesday in Fayetteville — and we'll be in Fayetteville 
whether you're on vacation, Adam, or not. 

Q That's where I'm taking my vacation. (Laughter.) 

Q Doesn ' t everybody? 

MR. GEARAN: Wednesday: Wednesday the President will 

return to Washington, D.C. — 

Q No! 

Q Yeah! 

MR. GEARAN: — where he will be for the afternoon, 

remain overnight here in Washington, and then on Thursday depart for 
the vacation. And we will have more on that specifically — 

(laughter) — later. 

Q We tease you. 

NR. GEARAN: No. No, no, no. And returning Sunday the 

29th. 

Q Does he know where he's vacationing? 

MR. GEARAN: Okay. Can we start now? 

Q Do you have any times on — 

MR. GEARAN: No, I'm not good on times. We should get 

stuff from — 

Q What time are we leaving in the morning? 

MR. GEARAN: We'll get all that. 

Q Is he going to Martha's Vineyard? 

MR. GEARAN: I would tell you for guidance, we have 

advance people presently looking at Martha's Vineyard. 

Q And he's gone then from what day to t>»* , 

MR. GEARAN: To the 29th. Thursday — that would be the 

— 17th, 18th, — 19th. 

Q Is it your plan if he goes there to provide 
accommodations and transportation for the press? 

MR. GEARAN: We'll have — we have advance teams there 

now. We'll have to get back to you. 
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Q In this time of difficult budgets, how are you 
going to come up with the billions of dollars for police and other 
things that are in the — 

^ ' MR. GEARAN: Let me start with some other parts of the 

briefing before we get started to that. So now let's start our 
regular briefing today. 

I want to go a bit through Thursday and Friday and some 
thoughts that we have of what we're about to do Thursday and Friday 
and Saturday. 


Q This doesn't count on the five minutes, does it? 

MR. GEARAN: Yes, it does. This is the beginning of the 

briefing. 


Thursday, he's going to be going out to St. Louis to 
participate in a tribute to community heroes from nine flood>affected 
states and to sign the flood relief legislation. The President will 
meet with the community heroes and then present them with 
commendations. These are individuals coming from the states of North 
Dakota, South Dakota, Nebraska, Kansas, Minnesota, Iowa, Missouri, 
Wisconsin and Illinois, accompanied by their families and friends and 
various representatives of state governments. Also attending will be 
members of the Cabinet, members of Congress and various state 
officials. 


Q Bipartisan? 

MR. GEARAN: We'll have to provide the list. That's 

certainly who's been invited. Z assume of the governors, 
particularly, it's been — 

Q Republicans have been invited? 

MR. GEARAN: Absolutely. Particularly the governors 

that have been here in the past and the President has met with before 
is a bipartisan group. 

Q How many community heroes are there? 

Q Nine. 

Q One each from each state, is that what you're 

saying? 

MR. GEARAN: Correct, yes. 

Q What time does he leave tomorrow? 

MR. GEARAN: The Pope — 

Q Where will he do that, Mark? 

MR. GPARMit for the — yon 

mean the individual site? 

Q Yes. 

HR. GEARAN: I'll have to get you that. 

Q Time, approximate? 

MR. GEARAN: At 8:30 a.m. 

Q In the morning? 
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Q The President departs the White House at 8:30 a.m.? 

MR. GEARAN; No, 8:30 a.m. is the — the event begins 
tomorrow. It's open press, 8:30 a.m. 

Q Can you tell us about the Pope with the cameras 

running? 

Q Where is this? 

MR. GEARAN: This is in St. Louis. Tomorrow. 

Q But, Z mean, what time does he leave Washington? 

HR. GEARAN: We'll have to get you the complete schedule 

this afternoon. Let me go through the Pope. Let's save the 
questions because -- 

Q That's 8:30 a.m. in St. Louis? 

MR. GEARAN: That'S correct. 

Q Central time? 

MR. GEARAN: That's correct. Sorry about that. 

Q Who? 

MR. GEARAN: The Pope. 

Q So that means the President *s got to leave about 
7:00 a.m., doesn't It? 

Q At least. 

MR. GEARAN: Whatever. We'll get you details. Let me 

talk a bit about the Pope and the President's trip. 

The Holy Father will be arriving from Mexico into Denver 
at 2:30 p.m. The President will precede him, arriving from St. Louis 
by approximately a half an hour. There is scheduled to be five 
minutes of welcoming remarks, five to ten minutes, by the President; 
then remarks by the Holy Father. 

There are 1,000 guests at Stapleton Airport, where this 
will be. Of course, all of you are familiar that the Pope is here 
for World Youth Day. They will then, at the conclusion of their 
remarks, board separate helicopters to go to Regis University, where 
they will have a private meeting, together, the Holy Father and the 
President, and then be joined, after a certain portion of the 
meeting, by Ambassador Flynn and a member of the National Security 
staff and representatives from the Holy See. 

There are brief departing comments before they each 
board respective helicopters. The. Pope departs to go to Mile High 
Stadium, where he will be celebrating Mass at the Mile HiaK 
ana CUV ^..cbiaent goes off to California at that point. 

Let me say just preliminarily, the President is very 
much looking forward to his meeting with the Holy Father. This is, 
of course, the first American President to graduate from a Catholic 
college or university and he is well aware of the contributions that 
the Church has made, particularly on issues of the social mission of 
the Church, and he's anxious to visit with the Holy Father in that 
regard. 
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He comes to Denver from St. Louis, where there's 
certainly no better example of some of the neighbor-helping-neighbor 
efforts that are ongoing with the flood relief. 

Friday we’ve gone through and the balance of the 

schedule. 


Q Does he feel like he has to defend some of his 
actions in Somalia? The Pope’s been critical of U.S. actions and has 
been critical of some of the President’s positions on family 
planning, et cetera. Is he going to go in there and try to defend 
his actions, or how does he approach that? 

MR. GEARAN: No. The President is very anxious to visit 

with him. As you’ll recall during the campaign last year, the 
President when he spoke at Notre Dame outlined a great deal of his 
thoughts in this regard, particularly in terms of the social mission 
of the Church from its campaign for human development, the mission of 
Catholic Charities, the social mission of the Church and its work in 
hospitals and schools and educating the young and caring for the sick 
as the social mission of the Church is something the President has a 
great deal of respect for and is anxious to visit with him on these 
issues and others that may come up. 

Q What about the political comments that the Pope has 
made? The political side — opposition to Somalia, et cetera. Is he 
going to try to convince him otherwise? 

MR. GEARAN: I’m sure these topics may come up in terms 
of international affairs. I think this is an exchange between two 
leaders on topics of shared Interest. 

Q So you expect them to discuss issues on which they 
would naturally have a parting or different — parting of ways or 
different views on domestic issues like abortion would you expect? 

MR. GEARAN: I would not suspect that. The anticipation 

is it would deal largely with foreign policy issues. 

Q They won't talk about abortion? 

MR. GEARAN: That’s not my expectation, no. 

Q Mark, was there any consideration that the 
President stay and go to the Mass at Mile High Stadium? 

MR. GEARAN: No. His schedule has been predetermined. 

His interest at this point is to meet with him, go through the issues 
of concern, to welcome him to the United States, and then to visit 
with him privately. That’s his schedule. 

Q We have not been able to ask one story — 

MP.. GEARAN: There’s been several questions. Who’s 

next? 

Q Only about tomorrow’s news, not — 

MR. GEARAN: You want to talk about — more questions? 

Q In this joint statement, is there going to be some 
sort of — anything else that they will release jointly outside of 
their verbal remarks? 

MR. GEARAN: No. 

Q What's doing in California that he has to leave 
Denver so quickly? 
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MR. GEARAN: I'm sorry? 

Q What does Clinton have going to California that he 
has to leave — what's he doing in California? 

HR. GEARAN: We're doing defense conversion, Alameda Air 

Station. 

Q Friday. Not Thursday, Friday. 

MR. GEARAN; On Friday. Friday — that's correct. 

Q What is the perceived role within the Clinton 
administration of the papacy in the modem world in terms of the 
constructive role the papacy can play both on a domestic and on 
foreign policy scale? 

MR. GEARAN: That's what I was referring to in terms of 

the social mission as well as a lot of the humanitarian effort that 
the Church has been involved in. The President, when he nominated 
Mayor Flynn as Ambassador to the Vatican, spoke about that and the 
important role that the Church has played in humanitarian efforts. 

His interest, of course, is to have Ambassador Flynn, who will be in 
Denver for the arrival of the Pope, a part of that effort. 

Q Will Mrs. Clinton be joining him at the airport? 

MR. GEARAN: Yes. 

Q Chelsea? 

MR. GEARAN: Yes. 

Q Is the President taking all of the Catholic staff 
members with him? This is usually the case. 

MR. GEARAN: I think many members of the staff that 

usually travel with the President are coincidentally Catholic, as it 
turns out. There are many members of the staff that are honored to 
have been invited by the President to join him for it. 

Q Will there be an exchange of gifts? 

MR. GEARAN: So the answer is, yes — Marcia Hale nay be 

joining him; Dee Dee Myers; other nembers of the President's staff 
that are Catholic. 

Q The President is Southern Baptist? 

MR. GEARAN: The President is Baptist, yes. 

Q Will there be an exchange of gifts? 

MRi GEARAN: Typically there is. - X assume there is. I 

can post an answer to that. I believe there is. I don't ...k.4. 

xa. e aeilnitsly is. I don't know what the gift is. 

Q I know on a state visit there is, but on something 
like this, is there? 

MR. GEARAN: Yes, there is an exchange. 

Q Do you have something going for the President today 
— a staff salute? 

MR. GEARAN; Yes, but that's to be determined. 
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Q Do you think the Anerican people would think it was 
weird that the President is getting on his airplane and doesn't 
really even know where he's going, where he's going to end up for 
vacation? Do you think that my readers would think that's strange? 

MR. GEARAN: No. I would like to think your readers 

would appreciate the complexities of planning a visit of the 
President to a vacation area in August. 

Q But, Mark, there hasn't been any real planning in 
this. I mean, this has been being discussed for three or four weeks 
and your five days, six days away from the vacation and you have no 
idea where you're going. 

MR. GEARAN: No, no. 

Q No matter where you go, you're going to have to 
find a hundred or so rooms for staff and security. You're going to 
force those people out of their hotel rooms. For them It's going to 
be a concern. 


MR. GEARAN: Well, what I would like to think that 

people would take away from this is that — as we have advence people 
on the ground presently looking at a site, that we've tried to give 
you the best guidance for the time line that we can at this point.. 
Complexities of a trip like this are, I think, somewhat obvious. I 
would suspect within the next 24 hours, as our advance people 
complete their work, that can be confirmed for you. 

Q Mark, are you thinking about — is the President 
thinking about staying at Jackie Onassis's estate there — is that 
true? 


MR. GEARAN: Not to my knowledge, no. 

Q Mark, is the White House satisfied now that all the 
questions regarding Vince Foster's suicide have been answered? 

MR. GEARAN: Well, the position of the White House, Z 

think, has been, as we've said over the past few days in light of the 
writing that was released yesterday, is that there are many issues of 
which he spoke that we talked about yesterday that we don't have a 
clear sense just exactly what Vince may or nay not have meant by 
that. Some of the issues in terms of the cause of death, some of •' 
preliminary inqpiiries that were held by Justice have reported. 

There's other issues tangentially related in terms of the travel 
office and whatever that is an ongoing inquiry. Until that's — 
that's a judgment for them to make, not certainly the White House at 
this point. 


I think what we have tried to say from this podium and 
elsewhere is the culture of the White House or the reaction of the 
White House in the past few weeks has been that people were truly 
shocked and surprised both at the time and continue to be. 

Q Bnf. o.— ^#.4 immediately 

after this happened that he was sat is tied that based on what he knew 
initially that this was one of those mysteries that would never be 
solved. Did this note raise any more questions for him and lead him 
to believe that there are any unanswered questions remaining? 

MR. GEARAN: No, I think the note stands for what it is, 

as we talked yesterday, is more than anything a sad document of a 
reflection of life in Washington. 

Q But the President's feeling about this is a 

mystery? 
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MR. GEARAN: I think the President's feeling is, as he 

has stated in the past. I would say I think people here believe that 
a suicide is, by definition, an irrational act and that Vince was 
troubled over natters regarding work. The note is evidence to that. 
And in a certain sense, one will never completely know, as in any 
suicide, the full range of it. 

Q Would it be fair to say that the White House 
regards some of the factual matters that were mentioned or raised as 
more a reflection of his state of mind than of any new facts that 
were revealed? 

MR. GEARAN: What we tried to say completely and 

straightforwardly yesterday as best we can is we don't really know in 
a — exactly what he may or may not have meant. We can make some 
judgments, as we've tried to do yesterday. Trying to speculate to an 
extreme is inappropriate and probably not appropriate guidance for 
any of you. Z am neither trained to make some of the judgments that 
I think some of the questions might want us to conclude on. I just 
don't think it's an appropriate, nor do I feel particularly qualified 
to do so. 


Q The day after Vince's suicide, the President came 
out and we asked him if he thought that the work, the pile-on and so 
forth was the cause, because that was the speculation, that he was 
fatigued — and he said, no. After he saw the letter, or whatever it 
was, did he revise his view? Because the man himself says that he 
was overworked, inexperienced. 

HR. GEARAN: Well, I think the President remarked 

certainly at the staff meeting that we had a couple days, I guess, 
after Vince's death, is the need for balance in one's life here. He 
said that before anyone was — in the early days right after Vince's 
death, I think. As 1 said yesterday, the note gives one even more 
pause for that — to seek and strike that balance. When he talked 
about overwork and those kinds of issues, I think that's just — 

Q Did the White House have advance notice of 
Justice's release of their — 

Q Mark, have you noticed any decrease in the amount 
of hours worked by — 

MR. GEARAN: I'm sorry. I'll be right back to you. 

What? 

Q Have you noticed any effect of that presidential 
suggestion — talk about balance in life — have you noticed people 
cutting back their hours — more private? Or is everybody doing just 
the same six day, 14-hour days grind that they were doing before? 

MR. GEARAN: I think everyone in the White House feels 

that it's a tremendous honor to be here and privileged to be here, 
and many of us feel that it's a once in a lifetime opportunity to 
serve the President; I think what it becomes a question of is to 
balance that with one's family and friends and personal 

uo make their own judgment individually. I rhink a 
lot of people have tried to calibrate that appropriately. I can't 
speak for everyone in the White House, but I think at times like this 
— and everyone has had a personal experience where you're reminded 
of the fragility of life — I think people are mindful of that. 

Q For a lot of people, I would assume, there's not a 
great ieal that they can do about their hours and that sort of thing. 
Are superiors and supervisors putting themselves in the frame of 
making sure that people are able to get that balance? 
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MR. GEARAN: Yes. And I think people are working to — 

certainly Mack has emphasized it at the senior staff meeting, that 
period that's upcoming, the balance of August, that people should try 
to schedule time and staff out offices, where he's coordinating a 
schedule to make sure that we're appropriately staffed, but that 
people are encouraged to take that time. So in that — I don't know 
if I'm answering your question directly. But I think people are 
trying to allot that time. This past period we've been through, the 
reconciliation has been, we hope, atypical in terms of time lines. 

Q Did you guys have advance notice of the Justice 
Department's release of their investigation and the release of this 
letter? If so, did you coordinate it at all? And why did you seem 
so surprised and, if I may say, befuddled by the turn of events 
yesterday? The briefing was put off several hours. There were big, 
high-level meetings going on in the Communications Office. 

MR. GEARAN: Well, all levels in the Communications — 

all meetings in the Communications Office are by definition high 
level . (Laughter . ) 

We were notified that there was going to be a briefing 
in the morning, just as a — 

Q You were notified yesterday? 

MR. GEARAN: That there was going to be — that a press 

conference was going to be held, correct. We did not receive any of 
the report or anything that was presented. But ws were told that 
they were going to have the briefing at 1:30 p.m. or whenever it was. 
Why did Z appear befuddled? Z frequently — I don't know how to 
answer. 


Q You knew the contents of this letter for at least 
10 days, yet you seemed \inable to answer some of our questions when 
it was released to us so much after the feet. 

MR. GEARAN: Yes, Z regret — I mean, I will try to be 
as complete as I can to answer any of your questions. It has been a 
very active 10 days here with reconciliation and other matters before 
the White House. To the extent we seem befuddled yesterday, we 
regret that. 


Q Did you ask the Justice Department not to release 
this on the day you were having your bill signing and trying to havo 
your message of the day be something far different? 

MR. GEARAN: No. 

Q Mark, did Vince Foster discuss the items in his 
note with the President when the he talked to the President on Monday 
night? 


MR. GEARAN: No, not that Z*m aware of. 

Q- Are vou t>oait’<v»o t« find out for 

sure whether there's — 

MR. GEARAN: Z think we have characterized that 

conversation from this podium, about the President's conversation 
with Vince. The President has talked about it. Dee Dee has talked 
about it here. I think we're about done. 

Q None of those things that you mentioned — was 
there any other time when Vince Foster discussed these items with the 
President? 
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MR. GEARAN: Let me just try to give the best guidance 

as we can. If the question is, did anyone realize the depth of his 
feelings here, the answer is no. 

Q That's not the question. 

Q That's not my question. My question is very 
direct, and that is — 

MR. GEARAN: Did he review these items, line by line? 

Q Or maybe — and the other question obviously 
following up is do you know whether he planned to go over these items 
when he had a meeting scheduled with the President on Wednesday? 

MR. GEARAN: No. I can review it, but every indication 

I have from the President, the type of conversation, it was not 
specific to these issues specifically or in a general conversation of 
that nature. 


Q Can I ask one other question. Also, this 1 asked 
yesterday, maybe there's more information available today. It 
appears that the President and First Lady had the right without 
competitive bidding to pick wherever they want to, to use private 
funds to pay a decorator. And this is the decorator apparently 
referred to in this note. Why is it that someone can pick a personal 
friend and make sure the money's directed to them in this way? Why 
isn't there competitive bidding like there is on any other contract 
for draperies or whatever? 

MR. GEARAN: I would direct you to Lisa in Hillary's 

office for how «hat was done. My understanding is, and you should 
really get to Lisa on this, but in the past the decorators have been 
chosen by the First Family, as someone that they personally have 
requested. 


Q And it's correct that the funds that are used to 
pay that friend are from private donations, is that what you were 
saying yesterday? You were talking about private donations — I want 
to make sure I understand you. 

MR. GEARAN: Yes. I don't know the payment to Kaki. 

You need to visit with Lisa Caputo on that. Is that enough? 

Q I asked her and, frankly, she didn't know the 
answers to some of these questions and mentioned that you were having 
a briefing. And there is this back and forth as other reporters 
might tell you as well. 

MR. GEARAN: Oh, really? 

Q I suggested to her, and maybe I could suggest to 
you that why don't you just release whatever records there are on 
this so there won't be questions like the ones I'm asking and others 
will ask? Why can't yOu just say, here's all the information, and 
then vou can DT*enent it to whoever you want to? 

MR. GEARAN: I'd be happy to give you as much 

information as we have in terms of it. I do know that what the 
intent is at the conclusion of the renovation that they will be 
issuing the report that will go through that. What I tried to 
suggest yesterday is in terms of the individual rooms and what 
exactly they're doing, I am not the best guy for it. 

Q One last question on the same subject. My 
impression is there, in fact, is no formal contract; it's all just 
word of mouth and they talk it back and forth. And this apparently 
is part of the problem. Is that your understanding? 
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MR. GEARAN: Well, the numbers yesterday were estimates 

that were agreed to. I don't think that — we did not mean to 
suggest that was a contract. The miscommunication was over the 
estimates of those funds. 

Q New subject. 

Q Are you saying there is a question as to whether or 
not all this was private or some might have been public funds? 

MR. GEARAN: No. 

Q Because there is a circular, a May *76 circular 
that requires for government procurement purposes that there be 
competitive bidding. I mean, is this all private funds? 


MR. GEARAN 
private funds. 


Yes, my understanding is that it*s all 
From who? How is that money collected? 


MR. GEARAN: It's through the Historical Society. 

Q How do they collect the money? 

MR. GEARAN: We need to get to Lisa on how they do it. 

I can tell you what we know at this point in terms of the Historical 
Society. The Historical Society is traditionally the organization 
within the White House that coordinates the funds that are utilized 
for the renovation. Z don't know how other Whits Houses have done 
it. I'm not particularly expert on how it was done. 

The intent of the Society was to release it at its 
conclusion — the renovation — what rooms they are doing and all of 
that. I can tell you at this point that the contributions — that 
they expect the entire range to be I think Lisa said $400,000, in 
that range for what the total cost would be. 

Q Such things as renovations — I mean, since this is 
an estimate you're talking about here and hasn't been set in stone 
yet, it's possible that the cost would be higher or lower when it 
comes out, isn't that correct? So this isn't a niamber set in stone 
that you're talking about now; this is still just an estimate. And 
when you get done, it could cost more or less. 

MR. GEARAN: I suspect that's possible. I think people 

feel that based on the estimates and the review of the receipts and 
all of that, that the June estimate is an accurate one at this point 
in time. 

Q Is Kaki under contract? 

MR. GEARAN: I don't know the answer to that. 

Q ard find 

out? 

MR. GEARAN: Is she under contract? 


Q Is she under contract? And how much she's being 
paid. And whether it's a percentage or what the business arrangement 
is there. 

MR. GEARAN: We went through this a little bit 

yesterday. I think — and I will visit with Lisa if this is not 
getting connected to you, because I think it's best rather than 
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confusing it from this podium that Lisa really go through this 
structure with you. 

Q Mark, can you comment from your perspective on 
Governor Weld's tax program? 

MR. GEARAN: I don't know enough about the Governor's 

tax program to comment on it. 

Q There are reports that people at the White House 
are upset that he's trying to upstage you and — 

MR. GEARAN: No. I think what was presented to me 

yesterday was the Governor's concern about — that it was <— 
presented concerns about the President's economic package. And I 
think my comments, as you read through some of the articles that were 
printed, was that it was specifically answering what our program 
does. I do not know enough about what the Governor is suggesting in 
Massachusetts to make any judgment on it. 

Q Have you any conclusion on whether it's harmful to 
U.S. economic — federal economic policy? 

MR. GEARAN: What Z was commenting on yesterday was our 

economic plan and any suggestion that the President's economic plan 
that was signed was harmful to all citizens. I went through our 
usual comments on terms of the gas tax and — 

Q But in terms of his cutting the gas tax there, does 
that make any difference to you? 

MR. GEARAN: 1 don't feel comfortable enough commenting. 

Z don't Icnow the specifics of this. 

^ Q I* the President satisfied with Bemie Nussbaum's 

handling of the 48 hours or so Immediately following Mr. Foster's 
death? 


MR. GEARAN: Yes. 

Q Did anyone from the White House Counsel's Office, 
the cleaning staff or anyone else remove anything from Vince Foster's 
office from the time you were notified of his death until Bemie 
Nussbaum went into the office with the FBI and others? 

MR. GEARAN: Nothing was removed, but what was retrieved 

was the trash that was retrieved. And then that was — 

Q Retrieved from where? 

MR. GEARAN: From Vince's office. 

Q Retrieved? 

MR. GEARAN: Well, I mean, it had been cleaned out. His 

office w^BS cleaned, out. 

Q His office was cleaned out by whom? 

MR. GEARAN: The normal janitorial service had gone into 

his office before anyone learned of — 

Q So somebody went and got the trash back? 

MR. GEARAN: Right. And that was secured. And that was 

gone through then in the course of the regular review of his office. 
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Q — report that they removed a box — a box of 
documents were removed was just false? 

MR. GEARAN: I think Bernie spoke to that in the paper 

today. 


Q Mark, has the President settled on a successor for 
General Powell? 

MR. GEARAN: No. 

Q What is his time frame for making that decision? 

MR. GEARAN: I think he'd like to do it in the most 

timely manner that he possibly could, given the — 

Q Is he close? 

MR. GEARAN: I think it's something that he's given some 

thought about. 

Q Would you expect it — 

Q Was that the reason for the dinner last night? 

MR. GEARAN: No. 

Q Would you expect it before the end of the month? 

MR. GEARAN: I don't want to get into a time line game 

at this point. I think — 

Q Some of the gay community held a news conference 
today and strongly urged against General Hoar being selected. Will 
the President take their comments into consideration? 

MR. GEARAN: I think the President is anxious to get the 

best person into that position. It's a critical position and his 
interest is to have someone there of the — as he said before — the 
caliber of General Powell. And that's his — 

Q Did he give a farewell party last night for Powell? 

MR. GEARAN: It was -•> he had the CINC dinner last night 

at the White House. 

Q Was it in honor of Powell, or was it — 

MR. GEARAN: I don't know if it was specifically in 

honor of General Powell. I can get you that. 

Q Was he honored in some way at the dinner? Did the 
President propose a toast to him? 

MR. GEARAN: Yes. 

Q Did he have 16 generals or commanaers — 

MR. GEARAN: I'm sorry ~ what? 

Q Did he have a 16 or so commanders there? 

MR. GEARAN: Yes, they were all there, as well as 

Secretary Aspin and Sandy Berger and different — 

Q If I could go back to the question of the payment, 

I asked Lisa Caputo how much she'd been paid and was told that 
information would not be made public until the renovation was 



MORE 


1656 


ZOOOjftil 


- 15 - 


completed. Given the fact that decorators often work on percentage, 
and thus the 50-percent increase in cost might mean a 50-percent 
increase in payment, do you think you could expedite that information 
rather than saying we'll release it — 

MR. GEARAN: Let me — yeah, we will try to be as 
helpful as we can. I want to be as complete as we can on this and 
I'd be happy to keep going on this question. 

Q What I'm trying to tell you is Lisa is saying she's 
not going to release that now and I am wondering if you could. 

MR. GEARAM: Let us go through it. The intent, because 

the renovation is not complete, is that we would — that they would 
issue this at the end of it if we're not — obviously, for this that 
would have been the present schedule. 

Q Will the President in replacing General Powell 
create a litmus test or requirement that the new person agree with 
Clinton in the issue of gays in the military? 

MR. GEARAN: I think the President wants the best person 

for the job. 

Q I assume that, but what about on that issue which 
obviously became a source of contention? 

MR. GEARAN: I think people understand the President's 

position. Whether that will be a topic of conversation between 
people he's speaking with about it, I don't want to relay his 
personal conversations to. That might be something that we can 
discuss . 

Q For example, obviously, you know, the question of 
Roe V. Wade is something he's kept in mind in replacing the Supreme 
Court seat. Would this be a question that he would — an issue to 
keep in mind in filling this position? 

MR. GEARAN: I think there's a whole range of issues 

he'd keep in mind in this topic. 

Q Will there be a litmus test on how they feel about 
gays in the military? 

MR. GEARAN: I don't think there's any litmus test 

present in the Senate and the Court. 

Q Do you think that's a factor in the President's 
analysis of a candidate? 

MR. GEARAN: Z have not spoken with the President about 

it specifically to say if that's a factor. 

Q Don't wing it. 

0 That's an "I don't know," right? 

MR. GEARAN: Let me repeat. Z have not spoken with the 
President about this. Z think there's a whole range of factors. I 
don't — I'm trying to be — 

Q The most poignant line in the Foster note is 
obviously the last one — "Here ruining people is considered sport." 
Are you aware of or has there been any discussion which suggests 
anyone was trying to ruin Vince Foster? 

MR. GEARAN: You know, adding beyond what we have said 

about that Vince was disturbed by matters that he dealt with at work, 
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given obviously the concerns that he had expressed in the letter, 
beyond that — 

Q That's not quite responsive. Are you aware of or 
was there any discussion in the White House to suggest that there had 
been an attempt to ruin Vince Foster? 

MR. GEARAN; No. No. 

Q Was anyone in the White House aware — I assume 
not, but just to be sure — was anyone aware that he had just been 
prescribed an antidepressant drug? He apparently only managed to get 
one dose in. 


MR. GEARAN: No, not that I have reviewed with anyone 

that I can tell you who might have known. 

Q No one was aware of that. If Vince Foster or 
anyone else in similar straits had wanted to seek whatever help or 
counsel, are there any sort of facilities or opportunities for that 
within the White House or are there likely to be? 

MR. GEARAN: I don't the answer. There's a physician 

here. I don't know what — to be honest with you, I don't know what 
our health care coverage provides in that regard, what the federal, 
health care coverage provides. I suspect it depends on the coverage 
plan that you elect of which I'm not knowledgeable to know what he 
elected, nor do I know if he had that kind of coverage. 

Q And not to be overly dramatic or anything. But in 
the case of an individual within the Executive Office of the 
President, the White House, who it turn out to be in fairly 
significant distress, is there any concern on the part of people who 
operate the White House at trying to prevent something similar in the 
future or guard against problems that could develop within the White 
House from another individual who might have a different and perhaps 
even more severe problem? 

MR. GEARAN: I don't think there's anything — formula, 

at least X can tell you, anything like this makes the entire White 
House staff more sensitive to our colleagues and trying to be as 
mindful of the pressures that people work under as we possibly can. 


Q 

the Pope and the 
MR. 
Q 

MR. 

Q 

MR. 

Q 

MR. 

down. 


Can Z go back to tomorrow? Is the meeting betwr 
President, just the two of them? 

GEARAN: For the first part of it, yes. 

For how long? 

GEARAN: I believe it's 15 minutes. 

And they will be joined by — 

GEARAN: Ambassador Flynn. I'm sorry. 

Then turn the lights down. 

GEARAN: Brit notes that then we turn the lights 


Q Who from the Pope's side? 

MR. GEARAN: I don't know that. 

Q But for 15 minutes it will b^ just the two of them 

together — 
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MR. GEARAN: Nov, th« question is whether there's a 

translator. I don't )cnow the answer to that. 

Q And Mrs. Clinton will go in? 

MR. GEARAN: Then there is Ambassador Flynn and Sandy 

Berger for the next — 

Q Who is the other one? 

MR. GEARAN: Sandy Berger, the Deputy National Security 

Adviser. 

Q For the record. 

MR. GEARAN: Yes, we'll have to print that out. I 

believe it's the next 15 minutes. 

Q And then does his family go in? 

MR. GEARAN: And then Mrs. Clinton will have the 

opportunity and Chelsea to meet with the Pope. 

Q And kiss the ring? 

MR. GEARAN: I'm sorry, was that a question? 

(Laughter. ) 

Q will they have a private audience set up for 
staffers, Mark? 

MR. GEARAN: Not that I'm aware of. Z'd like to know 

that, though. (Laughter.) 

Q Will there be an exchange of gifts? 

NR. GEARAN: Yes. 

Q Mark, why do you say that you don't think the 
subject of abortion will be raised? This is an issue that the Pope 
has been very outspoken on. He's got very strong views. Why don't 
you think it will cone up? 

MR. GEARAN: My understanding from the work that we have 

done with — that our national security folks have done in advance of 
that, it's largely to deal with foreign policy issues. 

Q And have they expressly said that this issue won't 

be raised? 

NR. GEARAN: Z don't know that they've expressly said 

that, but ay understanding is that that what the agenda is going to 
be. 


Q ■ Was your answer yes, that there's going to be an 
exchange of gifts? 

MR. GEARAN: My answer was — we've got this — yes, 

there is an exchange of gifts. What the gifts are and when it will 
be 1 don't know if it's private or public. Z don't )cnow the answer 
to that. But traditionally there's an exchange of gifts. We will 
let you know what the gifts are. 

Q Is there a need for a translator, though? Doesn't 
he speaks English? 


MORE 


1659 


1000234 

- 18 - 


MR. GEARAN; He speaks — the Pope speaks very good 
English. Whether there is someone there to assist in any matters, I 
don't know the — we can tell you that. 

Q Can I just get on the travel schedule, will there 
be a daily briefing wherever the vacation is? What kind of setup are 
you thinking about? 

MR. GEARAN: I would suspect so at some point. At least 

people will be available. I don't know if it will be a full-scale — 

Q We have to take a ferry to get to Martha's 

Vineyard. 

MR. GEARAN: — briefing. But we will report back. 

Q Mark, on a different topic. Does the President 
believe it's time to raise the minimum wage? 

Q Good question. (Laughter.) 

MR. GEARAN: What did you say? 

Q He did during the campaign. (Laughter.) 

MR. GEARAN: What did she say? 

Q He did during the campaign. 

Q If that helps. (Laughter.) 

MR. GEARAN: Back to the schedule. 

Q What's the President doing today? 

Q Point of order. 

MR. GEARAN: Let me just go back. 

Q Minimxam wage . 

MR* GEARAN: Minimum wage. The President spoke about 

this during the campaign. (Laughter.) 

Q We just told you that. 

GEARAN: No, I was there. Let me take the question 

because there is some confusion about the piece today. I know why 
you're asking and I don't want to screw you up. 

^ ^ Q Let me follow up. Can you confirm that Secretary 

Reich recommended — 

MR. GEARAN; I know where we're going on this one. Let 
me get back to you. 

Q Did he receive a memo rrom tne Secrecary? 

MR. GEARAN: Let me report back to you completely so I 

don't screw you up. - ^ 

..V ... foreign policy agenda with the Pope we may 

assume that s Bosnia, Somalia. Can you suggest anything else? 

MR. GEARAN: We can give you more on that tomorrow. 

Q It would help for the overnights tonight. 
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MR. 6EARAN: Okay. 

Q Mark, on tha issua of ratroactivity, whan 
additional apanding cuts ara raaxaninad in Saptanbar, is tha 
adninistration opan to raconsidaring rapaaling ratroactivity 
particularly if it's proposed as legislation by nanbars of Congress? 

MR. 6EARAN: Z think tha President has talked about 

ratroactivity — 

Q Zs tha President — ara you dona with that 
question? (Laughter.) 

MR. 6EARAN: Why not. 

Q Do you expect, in tha next day or two, tha 
President to announce his noainaa for tha next chairaan of tha Joint 
Chiefs? 

MR. 6EARAN: Z can't give you any hard and fast tiaa 

line on that. As Z said, Z think he'd like to do it as proaptly as 
ha can. 

Q Do you think it will be today? 

MR. 6EARAN: Z can't give you — 

Q Can you rule out if it will be today? 

Q Can't you help us out about today? 

MR. GEARANt Z would suspect it's unlikely today. 

Q ffhat? 1 didn't hear. 

MR. GEARANt Z would suspect it's unlikely today. 

Q Zs it possible toaorrov? 

Q Evan if you lower your voice, it doesn't aaka it 
more true. (Laughter.) 

NR. GEARANt That's what Z was told to do. 

Q That's why you're hare, because you're so low )cay, 
right? (Laughter. ) 

NR. GEARANt LOW key is spin for boring; Z )mow what 
you're saying. (Laughter.) 

Q Whan will we )cnow about tha vacation — Z know it's 
pressing you at this point — but whan will we Icnow about this 
vacation stuff? Do you think it might be tomorrow? 

MR. GEARANt You'll )oiow as soon as Z know. 

Q xs mare any schedule coming out today? 

MR. GEARANt About What? 

Q Tomorrow. 

MR. GEARANt Z'va tried to go through as best we can 
through next weak. 

Q Wall, you haven't given us the check-in time, the 
filing tine, boring things. 
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MR. GEARAN; Oh, yes, those things we'll get you that. 
You mean we don't know when we're leaving We'll get that. 

Q We don't know. You know. 

Q What time do you want people at the airport. 

MR. GEARAN: We will report back dutifully. 

Q How can people know what to pack. 

MR. GEARAN: I would encourage you to pack. (Laughter.) 

THE PRESS: Thank you. 

END 3:48 P.M. EDT 
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MR. MCLARTY: Good afternoon. As !'■ sure you can 

appreciate, this is one of the hardest things I've ever had to do. 
Like the President and myself, Vince Foster was from Hope, Arkansas, 
and for more than 40 years he was my friend. And because of that 
friendship and because of Vince's considerable accomplishments, I 
took understandable pride when the President asked him to join us 
here in Washington as Deputy White House Counsel. 

For six months, he served his country with distinction 
in that capacity and, to be sure, the White House has lost a talented 
and dedicated attorney. 

Many of you may not know that Vince graduated first in 
his law school class and scored the highest grade on the Arkansas bar 
exam the year he took it, and was made partner in a major law firm in 
just two years. He chaired the Arkansas Advisory Council to the 
Legal Services Corporation, and he just recently received the 
Arkansas Bar Foundation Award and the Arkansas Bar Association's 1993 
Outstanding La%ryer Award. 

But I'm here today really to talk more as Vince's friend 
than his White House Chief of staff. When we received the tragic 
news last night the President and I joined his family and his friends 
at the Foster home. And as the President related to the White House 
staff earlier today, we all shared some warm and some wonderful 
memories, as well as shed some very real tears. 

All of us who have the privilege and honor of calling 
the White House our place of employment, on either side of this 
podium, are used to, in large measure, dealing with issues and 
problems that are tangible, that are knowable, at least in large 
part, and most times subject to reason. And that is one aspect that 
makes this tragedy so difficult to deal with. For try as we might, 
all of our reason, all of our rationality, all of our logic can never 
answer the questions raised by such a death. 

We really can never fully know a person's private pain 
and what might lead then in t-.heir thought process, even a pev*snn wm 
have KHO..U aj.4. v^ui. But what we can do is offer bur prayers 

and comfort to Lisa, Vince's wife of 25 years; their wonderful 
children; his mother Alice Mae, whom I spoke with this morning in 
Hope; and to his sisters, Sheila Anthony here in Washington and 
Sharon Bowman of Little Rock. 

As a measure of our affection for them, there has been 
established a Vincent W. Foster Scholarship Fund with the Arkansas 
Bar Foundation. Funeral services will be held in Little Rock this 
Friday. The President and First Lady, as well as Donna and I will, 
of course, attend. Donna is at the Foster residence this afternoon, 
and I plan to join her and the Foster family later today. 
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It is one of life's ironies that just yesterday, when 
speaking of what John F. Kennedy had meant to him, the President said 
— and I quote — "The only way to ever honor any memory of someone 
gone is to do something today which reinforces the validity of that 
memory in our hearts." And so we will reinforce the validity of our 
friend's life, even as we mourn the circumstances of his death. 

The work which he was devoted here at the White House 
will go on, and Vince Foster's spirit will live on in the hearts of 
those of us who loved him. 

Thank you very much. I would now like to ask Mark 
Gearan to respond to any questions that you may have. Thank you. 

Q Mack, did you know of any personal reason why he 
might have done this? 

MR. GEARAN: Thank you. Let me provide you some 

background information, if I might, and walk through some things and 
then we'd be happy to take some questions. 

In terms of the chronology for the White House 
notification, the Park Service police made the initial contact to the 
White House security and administrative officers about the report of 
a body being found. The Secret Service and the Park Service 
respectively notified the administrative and security officers of the 
White House. That set into motion calls to the Chief of Staff. We 
were here for the Larry King Live show in the Residence. 

Soon after the show began, we were pulled from the staff 
room where the Chief of Staff Mack McLarty was informed of this — 
that it was an unconfirmed report. In the intervening 50 or so 
minutes, efforts were made to both confirm the report and to make 
preliminary calls to individuals that needed to be contacted. Mack 
McLarty was with us in the Residence and coordinated the activity. 

Just about five minutes before 10:00 p.m., before the 
Larry King Show concluded, we had the confirmation that indeed Vince 
had been confirmed as deceased. And the President concluded the 
show, went up to the Residence with Mack; at which point Mack informed 
the President of Vince's death. Following the indication — 
following that report, then the President visited the Foster family 
with Mack and with several of their friends from here in Washington, 
senior staff members and folks from Little Rock that went to be near 
the Foster family at that time. 

Secondly, let me tell you a bit about Vince's day-to- 
day responsibilities here at the White House. He's the Deputy 
Counsel to Bernie Nussbaum, and as such, assisted Bemie in managing 
all of the day-to-day activities in the White House Counsel's Office. 
In a staff meeting that the President had at noon today in the Old 
Executive Building, Bemie spoke very movingly of what they tried to 
do in the White House Counsel's Office, and that is to establish a 
law firm. They view their work as partners, senior partners in the 
in cutting together the law firm there. He advised the 
,.i.«,^xL4enc in the selection of judicial nominees, 
the Health Care Task Force, and provided day-to-day management 
assistance to Bernie overall in the Counsel's Office. 

Yesterday, Vince attended Judge Freeh's announcement 
ceremony, returned to his office and did some work in his office. 
Around noon, he stopped by and visited with Bernie in Bernie 's 
office, which is adjacent to his, ate lunch at his desk. And soon 
thereafter — 

Q Had lunch at Bernie 's desk? 
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MR. 6EARAN: At« lunch at his own desk. Soon 

thereafter, left the office and said he would be back. Mack has gone 
through some of Vince's bio that I think we've provided to you as 
well, so we'll let it stand at that. 

Let ne say a bit about the investigation, where we're at 
at this point. At the request of the White House Counsel's Office, 
the investigation will be coordinated by the Departnent of Justice 
and the Office of the Attorney General and her deputy, Phil Heynann. 
And that's where we would refer you to any questions. We'll be 
providing scheduling information and details of the funeral services 
set for 11:00 a.m. on Friday at St. Andrews Catholic Cathedral in 
Little Rock. And burial will be later in Hope, Arkansas. 

I'd be happy to take any questions. 

Q Is there any doubt — I mean, the Justice 
Department investigation — is there any doubt as to the apparent 
suicide? 


MR. GEARAN: I'm sorry. As to the — 

Q You say an investigation is underway. 

MR. GEARAN: No, it's Standard operating procedure, I 

think, that following a death of this nature that there is an 
investigation, and that's being coordinated by the Attorney General. 

Q Do you know anything about the weapon that was 
used? To whom it was registered or any of those details? 

MR. GEARAN: X don't, but I think it's general procedure 

that there's research on that by the appropriate agency. And again. 
Justice can provide you the status of that to determine — 

Q Did the Secret Service have a role in the 
investigation? 

NR. GEARAN: It's being coordinated by the Department of 

Justice. The Park Police, because that was the — was where Vince's 
body was found was — is also involved in the — 

Q Was it unusual for him to be out of the office all 
afternoon? What was going on yesterday that — did he say anything 
to anyone before he left the White House? 

MR. GEARAN: He did not. He said he would be back. A 

different points during the day Bemie said, is he back yet? But it 
was not atypical. They did have meetings or availability, but 
certainly there was — 

Q There was no concern about his welfare? 

MR. GEARAN: No. 


n M»rV, «*ver given anyone any indication t»>at 

he needea help or was in a Difficult psychological condition? 

MR. GEARAN: No. He never said anything to indicate 

that anything was out of the ordinary to his colleagues. 

Q How did he go when he left? Did he have his 
personal car? Was it a White House car? 


MR. GEARAN: His personal car. 

Q And no one tried to page him or no attempt to reach 

him? 
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MR. GEARAN; No. 

Q What time did he leave? 

MR. GEARAN: Soon after 1:00 p.m. or soon thereafter. 

' Q Was there any indication of the time of — we know 

when you guys were contacted, but the time of death or the time that 
his body was found? 

MR. GEARAN: The Park Service can provide that 

information. I think that we can — 

Q Did he go home at all before — 

MR. GEARAN: We don't believe so. 

Q Do you have the information, Mark? 

MR. GEARAN: I'm sorry? 

Q Do you have anything that answers Ruth's question? 

MR. GEARAN: About the time that his body was found? 

Q Yes. 

MR. GEARAN: — 6:00 p.m. I think is what the Park 

Service report — 

Q You don't know — that period of five hours — 1:00 
p.m. to 6:00 p.m. — 

HR. GEARAN: We do not. 

Q No one knows where he was in those five hours? 

MR. GEARAN: That's correct. 

Q Mark, was he under any treatment that was — was he 
seeing any kind of doctors? Was he under any kind of medication that 
you're aware of? 

HR. GEARAN: Not that we're aware of, no. 

Q Did the Park Service investigators — I'm sorry, 

Terry. 

Q I was just going to say — he wasn't seeing a 
psychiatrist or getting any kind of counseling as far as you know? 

MR. GEARAN: Not that we're aware of. 

Q Did the Park Service investigators tell anybody on 
tha wbit.e House staff what they thought the time of death mlaht have 

MR. GEARAN: Not that I'm aware of. The exact time of 

death? 

Q Well, or approximate time of death. You say the 
body was discovered approximately 6:00 p.m. How long had he been 
dead? 

MR. GEARAN: I don't know the answer to that. We can 

refer you to the Justice Department for that. 
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Q The Justice Department has a policy of not ever 
commenting on pending Investigations, so In essence, Mark, by 
referring us to the Justice Department we're not going to get any 
answers. 


MR. 6EARAN: Hell, I think If the question Is what — 

the question Is at what time was the death recorded? 

Q No, when do they think death took place. They can 
estimate these things and they normally do. 

MR. GEARAN: Z don't know the answer to that. 

Q Was there a note? 

MR. GEARAN: There was not. 

Q Are you sure there was no note, computer note — 

MR. GEARAN: Not that we're aware of. 

Q Do you know of any personal problem that could have 
driven him to this? 

MR. GEARAN: No. As I said, he never said anything to 

his colleagues here In the White House or his friends here In 
Washington that would Indicate that anything was out of the ordinary. 

Q And when things were going wrong at the White House 
In terms of appointments and the travel office, this did not upset 
him? X mean, he didn't have any undue atrese? 

MR. GEARAN: No. I think I've kind of summarized as 

best, Helen, In terms of talking to other colleagues or friends, and 
obviously, we spent the preceding — whatever It Is — 12 hours all 
visiting with each other on this topic to search our own minds, and 
there's nothing to Indicate that. 

Q People have said, though, that there was a change 
In his demeanor and attitude over the last week or so. Are you aware 
of that either personally or by report from Bemie or others? 

HR. GEARAN: I think people have observed In the White 

House there are good days and bad days here in the White House. I 
don't think anyone had an Indication that It was out of the ordinary. 

Q Had he been. In fact, depressed, do%m In the dumps 
In the last few days or weeks? 

MR. GEARAN: Some people might have observed It, but 

again, nothing to Indicate anything out of the ordinary, obviously. 

Q Had he left the White House for afternoons before? 
Have you any evidence that he'd taken such long departures? 

MR. GEARAN: I'm not aware of It, but I would not be. 

frankly. 


Q Are you providing any counseling to any members of 
his staff about his death? And Is there any attempt to counsel 
people on perhaps the pressures of the job and — 

MR. GEARAN: Not at this point, although the President 

and Mack McLarty, the Chief of Staff, convened a staff meeting today 
that Bernie spoke at and that Mack spoke at, and the President spoke 
at. And I think It was a good session for us all certainly to be 
together and an opportunity to share some thoughts. 
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^ Q The whole staff, Mark? 

MR. GEARAN: The entire White House staff was invited. 

Q Mark, what time — 

Q In 450? 

MR. GEARAN: In Room 450 of the Old Executive Office 

Building. 

Q Mark, what time did you say again that the White 
House was first notified — 9:15 p.m.? 

MR. GEARAN: Nine fifteen p.m., soon after 9:00 p.m. — 

Q Well, what accounts — 

MR. GEARAN: — is when we Mack was notified, because we 

were at the Residence. 

Q What accounts for the lapse in time then between 
6:00 p.m. and 9:15 p.m. before you or the White House was notified, 
and who made the positive identification? 

MR. GEARAN: The White House, our security 

administrative officers were notified at 8:30 p.m. or so and 9:00 
p.m. respectively. 

Q That's still two and a half hours, presumably. Did 
he have his identification on him? 

MR. GEARAN: It was — 

Q It seems like — I don't know, it just seems like 
an inordinate amount of time, two and a half hours — 

MR. GEARAN: I don't know if that's Inordinate or not. 

Q Okay, but did he have identification on him, do you 

know? 

MR. GEARAN: Yes, he did. 

Q Okay — no — 

MR. GEARAN: I do not know. And I don't know if that's 

inordinate. 

Q Who made the positive identification? 

MR. GEARAN: Craig Livingstone went to the Fairfax 

Hospital, accompanied by Bill Kennedy. 

Q Who is Craig Livingstone? 

MR. GEARAN: He's our security officer. 

Q And when you say the administrative and security 
officers were — 

MR. GEARAN: Craig is the security officer, and David 

Watkins is the administrative officer — the official point of 
contacts on all matters of this. 

Q The President has spoken of this as a suicide, and 
so did Mack. What is the evidence that it was a suicide? 

MR. GEARAN: The Park Service report indicated that. 
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Q Is there any doubt at all? 

MR. GEARAN: That's what the Park Service report 

concluded. We have no reason to dispute it. 

Q Did his wife known he owned a gun, or did this cone 
as a complete surprise to her that he even had a gun in his 
possession, or that he night have secured it only yesterday? 

MR. GEARAN: I don't know. I don't know his gun 

ownership or the nature of this gun. This is, again, part of the 
standing procedure, and an investigation of this type is that they do 
look at the number and determine the ownership of it. 

Q When he didn't return to the White House in the 
afternoon, did his secretary or anyone in his office become alarmed, 
or try to contact the family? 

MR. GEARAN: From visiting with Bemie, he did say from 

time to time and then by the end of the day, they thought he might 
have then returned home. It was not necessarily atypical. 

g What do you mean by that? Can you explain that? - 

Q What do you mean it was not atypical? 

Q A minute ago you said you didn't Icnow if he had 
done this before. 

MR. GEARAN: That's their observation. I do not know 

from personal — 

Q What had he gone in to talk to Bemie about? You 
said he visited with him. 

MR. GEARAN: They were watching — he came in to talk 

about Judge Freeh's announcement and the opening proceeding of the 
Ginsburg hearings. 

Q Nark, Bemie said — 

Q Nothing out of the ordinary? 

MR. GEARAN: No. 

Q Bemie said this was not atypical for him not to 
have returned by the end of the day? 

MR. GEARAN: It was not viewed as any way unusual in 

that sense. They weren't sure of his exact schedule. 

Q In what sense, Mark? 

Q ■ Had this happened before then? 

Mm. viLiiRAN: x aon't know the answer to that. 

Q Can you check that for us? 

MR. GEARAN: Yes. 

Q Nark, what was his — how did Bernie describe his 
demeanor at that lunch before he left? 

MR. GEARAN: He had — Vince had lunch by himself at his 

desk. He went into — 
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Q But Bernie was the last one to meet with him at the 

White House? 


MR. GEARAN: Yes. Dee Dee has got the statement we're 

releasing that from the staff meeting when Mack and Bernie and the 
President spoke. He did speak about that visit that we can provide 
you some of the excerpts from. 

Q Mark, it's not unusual in a case that seems so 
unexplainable as this for the person's friends to take on some sense 
of the guilt that, gee, maybe I did something or maybe I should have 
— does President Clinton feel any sense that the pressure or the 
work load or being part of this administration contributed to his 
decision? 


MR. GEARAN: Well, I think we're all saddened beyond 

words at Vince's death. Obviously, he was enormously well-respected 
here. We all feel like we lost a very valued colleague. It's also 
the case that when we met today we talked — the President spoke as 
he had before of the need to balance all of our lives and this 
provides — 


Q The President said that work Isn't everything, that 
you have to pay more attention to friends and family. Does President 
Clinton feel that he has, perhaps in some way, neglected friends and 
family? 


MR. GEARAN: No, I think we're just speaking to, as he 

has since we got here, that at moments like this you're reminded of 
the importance of friends and family. 

Q How and by whom was Mrs. Clinton notified? And can 
you characterize her reaction? 

MR. GEARAN: She was — Mack McLarty, the Chief of 

Staff, called her from the Residence at 9:40 p.m. — somewhere — 

9:45 p.m. — 


Q Told her before he told the President? 

MR. GEARAN: The President was on Larry King Show — 

that there was this report. She was in Little Rock. 

Q And was this report the reason for the last half 
hour of the program being cut off? 

MR. GEARAN: The original agreement with the show was 

that it would be an hour, and then it was extended midway during it. 
But, obviously, as events and our knowledge of the circumstance 
became more clear, then we agreed to terminate — 

Q This was the reason? The stated reason was that 
there was an appointment. That's the way — but the appointment was 
a cover — 

MR. GEARAN: The President did not know until he left 

Lfie S.CC. 

Q The appointment was a cover for this event. 

MR. GEARAN: The President did not know until he left 

the set. 

Q Was Foster related in any way to the President or 
anybody else on the staff here? 

MR. GEARAN: I'm not aware of any familial relation. 

They grew up in Hope, Arkansas, and their backyards joined each other 
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growing up. The President's grandparents that he lived with growing 
up and in the foster home — 

Q Was he related distantly, if at all, to anyone else 
on the White House staff? 

MR. GEARAN: On the White House staff? I'm not aware of 

it. His sister, Sheila Foster Anthony, serves in the Justice 
Department. 

Q Mark, I have two questions. One, can you tell us 
who else besides Mack and the President sat in on that conversation 
among friends last night at the Foster home? 

MR. GEARAN: Webb Hubbell, the Fosters — 

Q Including Sheila? 

MR. GEARAN: Z believe so. 

Q Anybody else? Was Lindsey there? 

MR. GEARAN: Bruce was not — David Watkins was there. 

Q David Watkins and Pat — 

MR. GEARAN: I don't believe so. 

Q David called Chief Langston and Major Hines here 
today, I understand, from the Park Service to brief on this 
investigation so far. Who did they brief and what did they tell you, 
plaaee? 

MR. GEARAN: Well, the agreement today was, as I said, 

at the request of the Counsel. The Justice Department is going to 
coordinate the investigation. 

Q And you were told that? Is that id&at they were 
brought here to be told? 

MR. GEARAN: They discussed that and the Chief agreed to 

that. Thought that was a good idea. 

Q Did they brief you on anything they had gotten? 

Did they bring you up to speed? Who did they talk to? 

MR. GEARAN: No, no, they did not brief me. 

Q Mark, just a — let me follow Ruth's question. Is 
there anyone of all the people who you've talked to in your 
discussions, either Bemie or others, who really were in a position 
to see him over a period of time and measure, who felt or believed 
there had been a change in his behavior — a discernible and obvious 
change in his behavior in the last week or two? 

MR. GEARAN: I can only what I've said in that 

wii«re was nothing people felt that he said anytuxng xii wO* 
extraordinary, that was out of the ordinary to his colleagues or to 
his friends. Something we've all thought about. 

Q How long did the President stay at the Fosters last 

night? 

MR. GEAPJ^: He stayed 45 minutes. 

Q Mark, back on the investigation. What is the 
specific goal of this investigation that you're undertaking? 
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MR. GEARAN: This is a standard operating procedure. 

Q It can't be standard for the Deputy Attorney 
General to investigate a suicide. 

Q Mark, can I follow that, please? 

MR. GEARAN: No, to coordinate it with the Park Service 

and the Secret Service. 

Q What do you want to find out? 

Q — the factors that night have contributed to this? 

MR. GEARAN: I'n sorry. 

Q Are you looking for collateral factors that night 
have contributed to this, whether it be financial problens or 
blacknail or sonething that's unseen at this point? 

MR. GEARAN: No, we're looking just to ensure that the 

standard procedure is followed in the sense of the Counsel's Office 
here because sone of it nay require the broadened focus of the 
Justice Departnent only in the sense of the Counsel's Office. 

Let ne just — Z don't want to confuse anyone here. The 
Departnent of Justice has been asked by the Counsel's Office, Bemie, 
to coordinate this fron the Park Service to any of the other 
procedural investigatory authorities on behalf of the White House. 
That's all that's — 

Q Mark, Z'n sorry, isn't the nature of this — in the 
case of this kind, if Z'n not nlstaken, at its first inpresslon for 
the authorities, an investigation to see if, indeed, it was a 
suicide, and, if not, if it were sone other kind of crine? That 
being the case, I wonder is it standard procedure for the White 
House, despite the fact that the victin worked here, to be involved 
in directing how the investigation is coordinated or having the 
federal authorities do that? Zs that standard procedure to your 
knowledge? 

MR. GEARAN: Z can provide additional details on the 

specific legalities as to why that was suggested. I think the 
instance of both fron the scene of Vince's death, it's the Park 
Service, to any -- another part of the investigation would be any 
infomation that would provide background that would also Involve his 
place of work or whatever. 

Q You're talking about the White House as supervising 
cooperation with the investigation, or are you talking about the 
White House actually having the Justice Departnent supervise the 
investigation and run it itself? 

MR. GEARAN: What we — and I will be wore precise when 
— I didn't cone in here prepared fully on this, and we want to sake 
it very clear. ■ Mv understandina is that the Deoartnent of Justice 
has been asked to coordinate tins o«causs o.. various 
investigating authorities. Let ne cone back to you on it conpletely 
so as not to confuse anyone. 

Q Who nade the recpiest? 

MR. GEARAN: The Counsel's Office. 

Q Are you going to get back to us on that — 

MR. GEARAN: Yes. 
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Q So you're going to take a question, in effect, and 
get back to us? 

MR. GEARAN: Absolutely. 

Q Are you going to try and get back before our 
deadlines this evening? 

MR. GEARAN: Yes, we don't want to have any confusion on 

this. 

Q Mark, will you explain to us also what this is that 
they're investigating if the Park Police is convinced it's a suicide? 

MR. GEARAN: Yes. 

Q Is there any doubt as to whether it's a suicide? 

MR. GEARAN: No, as I said, there's no reason to doubt 

that. 

Q — tell both agencies or — 

MR. GEARAN: Yes. 

Q Mark, did the President personally request that the 
Justice Department — 

MR. GEARAN: No, the White House Counsel's Office. 

Q Can you say what the wife felt? Was there any 

indication — did she get any kind of an insight? You weren't there 
lae^ night in the house, but has there been any word from her, any 
expression that she might have kno%m he was not feeling — 

MR. GEARAN: Not that I'm aware of, no. 

Q Do you have any word on a medical exam? 

MR. GEARAN: I do not know that. 

Q The autopsy has been concluded, has it not? 

MR. GEARAN: It was to be conducted today. 

Q Are White House employees routinely asked whether 
they own firearms upon being employed? 

MR. GEARAN: I don't recall. 

Q What was the question? 

MR. GEARAN: Whether White House employees are asked 

whether they own firearms. I don't recall from the questionnaires 
that we were provided. I do not know. 

Q Did he park on campus here? Dio he parx nis car 
routinely on campus here on the White House grounds? 

MR. GEARAN: I believe so, yes. 

Q What'S you're understanding of how Mr. Foster 
reacted to The Wall Street Journal editorials about him? 

MR. GEARAN: I think people, again,- .just to state the 

broader point here because I know where a lot of the concerns are 
here from folks, is that, generally, in conversations with colleagues 
that Vince had and as we've all been following up on, no .one ever 
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f«lt th«r« was anything axtraordinaxy. In tha Hhita House there's 
good days and days of nore stress than others. No one ever felt that 
he was unduly burdened by it. 

Q He seesed to take It In stride, is that what you're 

saying? 

MR. 6EARAN: Yes. 

Q Mark, how about this travel office report? That 
concluded that the White House Counsel, anong others, could have done 
nore to avert the damage that was caused. Do you have any indication 
that Vince took that to heart and that had a particular impact on his 
state of mind over the last couple of weeks? 

MR. GEARAN: No, we don't. As you know. Mack and Leon 

have spoken from this podium about the travel office, and, as you 
know, there was no instance of conduct that was noted there to 
necessitate any reprimand of Vince. 

Q Mark, do you have anything more on the travel? Is 
he going to stay overnight? 

MR. GEARAN: We don't. 

Q Mark, you've left the impression with a comment 
earlier about his unexplained absence during the afternoon was not 
atypical — it left the impression it kind of was not unusual for him 
to kind of go AWOL in the afternoon. 

MR. GEARAN: I don't want to leave that impression. 

Q Can you go back to the atypical line and say what 

you meant? 

MR. GEARAN: Yes, thank you. I think what I was trying 

to suggest is that while he was out of the office, whether this was 
at a meeting or whatever, people did not feel, based on any comments 
that he might have given anyone or any behavior that would 
necessitate further inquiries, that other than the fact that his 
schedule was not known that he might have left earlier in the 
afternoon for home after an appointment. It was within that kind of 
context that there was — 

Q Mark, can you give us a rundown on what the 
President's day and night was like after he left the Foster home last 
night? 

MR. GEARAN: He came back to the Residence. 

Q We were told that he didn't get much sleep. 

MR. GEARAN: He visited in the Residence with Mack for 

some time. And this morning he conducted his meeting with the 
Congressional Black Caucus and then had the staff meeting. The 
public sohedul-e today out in Marvland was conducted bv the Vice 
President. He's been in the on ice. mis ev»umg‘S schedule I don't 
know. 


Q Can you go back on Mrs. Clinton's contact with 
Foster's family and tell us a little bit about her friendship with — 

MR. GEARAN: She was Vince's partner at the Rose Lav 

Firm and was friendly with Vince and his wife and their family, as 
was President Clinton and many of the folks around the White House. 

Q Did she call her last night? Did she have any 
contact with the people who were at the — 
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MR. GEARAN: I need to confirm that for you, the timing 

of the call. 

Q Was anyone else on the White House staff or in the 
President's family or inner circle — did anyone hear from him 
yesterday other than the context you've mentioned before this 
happened? 


HR. GEARAN: Not that we're aware of. 

Q Or in the 24 or 48 hours before? 

MR. GEARAN: Wait a minute, Brit. One more time. 

Q I gather that yesterday, apart from the contacts in 
the office, no one is aware of any discussions he may have had that 
would shed any light on how he felt or what might have led to this. 

MR. GEARAN: No. 

Q In the two days — did anyone else in the White 
House hear from him yesterday who did not work in the immediate 
office that might have given some sense on this? 

MR. GEARAN: People saw him at the Judge Freeh ceremony. 


Q He seemed fine. 

MR. GEARAN: He was doing legal work after that at his 

desk and with a colleague. 

Q His secretary had no sense of anything wrong? 

Q How involved in the review process for Dr. Elders 

was Mr. Foster? Was he very involved in the review of her nomination 
and the questions about Social Security taxes from last weekend? 

MR. GEARAN: I don't believe so. I don't believe so. Z 

can clarify that for you, but I do not believe that was part of this. 

Q Mark, what did the — 

Q He didn't go home during the afternoon, did he? 

MR. GEARAN: Not that we're aware of, no. 

Q And did the authorities call his family, or did the 
White House contact Mrs. Foster? 

MR. GEARAN: The authorities went to the Foster 

residence. 

Q . Has his office been searched at all for clues? And 
is it now being sealed as part of the investigation? 

MR. GEARAN: It's secured, yes. It's secured. 

Q And was it searched for notes or clues or anything? 

MR. GEARAN: There was nothing remaining, no. 

Q What are the ages of the children? 

MR. GEARAN: We can provide the exact ages. Two are in 

college and one is about to enter his senior year. 
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Q Of college? 

MR. GEARAN: I'm sorry — in high school. 

Q I'm sorry. You said there was nothing remaining in 

his office? 

MR. GEARAN: The question was a note, I believe, wasn't 

it? 

Q Was it searched for a note. 

MR. GEARAN: Is the question — 

Q For any clues or nothing remained? 

Q Why has it been sealed? 

MR. GEARAN: That's part of the standard procedure as — 

Q Was there any indication, Mark, that he had tried 
to put his affairs in order in some way — 

MR. GEARAN: Not that I'm aware of. 

Q — like tidy up legal matters? 

MR. GEARAN: Not that I'm aware of, but I don't know the 

answer. 

Q And the police informed Mrs. Foster? 

MR. GEARAN: Yes, yes. 

Q They came to the house? 

MR. GEARAN: They go to the house. 

Q Do you know did they — 

MR. GEARAN: The question was did the police inform Mrs. 

Foster. 

Q Did they inform Mrs. Foster before they informed 
the White House? That might account for the lapse in time. Do you 
know what time they informed her? 

MR. GEARAN: They informed — they went to the house 

right before 10:00 p.m., I think. They wait for confirmation ~ 
somet>ody to identify the body. 

Q What particular official made the ruling that the 
death was by suicide, and what particular official was conducting the 
autopsy? 

MR. GEARAN: The Fairfax Countv Coroner's Office in the 

instance of the latter question, anu *-ne rtiCK aoj.vxce police report 
indicated that. 

Q What kind of hours has he been working and when is 
the last time he had a vacation? 

MR. GEARAN: Vince was very hard-working. I don't know 

his exact hours. I think — 

Q Is it 18 hours, is it 14 hours, is it seven days a 

week? 
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MR. GEARAN: It's at least 12 hours, I would suspect, or 


Q When was the last tine he had a vacation? 

Q Do you have any details on how he was found, who 

found him? 

MR. GEARAN: I don't know the answer to that. 

Q Do you have any details about how he was found or 
who found him? 

MR. GEARAN: No, X don't. 

Q What is the President's schedule? Do you have any 
details over the weekend? 

MR. GEARAN: No, we'll have to provide that for you. 

Q Will he go to the burial? 

MR. GEARAN: He's going at least to the funeral at this 

point . 

Q Nark, can you tell if that's the only business 

relationship that Vince and Hillary had was in the law partnership? 

Do you know if they had any other business relationship? 

MR. GEARAN: Z'm not aware of any other business 

relationship, no. 

Q Mark, did the President phone the First Lady last 

MR. GEARAN: Yes, he did. 

Q Do you know how long they spoke? 

NR. GEARAN: I don't know that. Mack was — it was from 

the Residence and Mack was there. 

Q Can Z ask you a question on another issue? 

NR. GEARAN: z want to get back to you on this Justice 

thing — 

Q Mark, has she returned to Washington? 

MR. GEARAN: No, she's in Little Rock. 

Q Will you release the Park Service police report? 

Is that a public doc\iment you can release? 


night? 


It. ves. 


NR. GEARAN: I can check. Z think they hav 


Q What was Foster like to deal with in the office on 
a day-to-day basis? 

MR. GEARAN: Vince Foster was a delightful guy. He was 

solid. He was someone that you'd want as your lawyer. He was 
earnest and exhibited a tremendous sense of honesty and integrity, 
and also enjoyed the good humor and respect of — people who worked 
with him liked working with him and for him. 

Q You're giving an impression that he didn't wear his 
er.otions on his sleeve. Is that accurate? 
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MR. GEARAN: I think we'll leave it as where I left it. 

I think it's — 

Q Mark, was he driving hone? Was this the route to 

his home? 

MR. GEARAN: He lives in Georgetown or Northwest. 

Q Mark, can I ask you a question on another subject? 
The Congressional Black Caucus said today that the President 
indicated he was considering adding a black and a woman to his inner 
circle. Where do things stand on that? Zs that an accurate 
portrayal of where things are? 

MR. GEARAN: I wasn't at the Black Caucus meeting, so 

I'm not prepared to take the question. 

Let me leave it there because I don't want to leave any 
misunderstanding on the status of the coordinated effort with 
Justice. 

Q When did Mrs. Foster last see her husband? Did she 
have any indication? Did you say yesterday morning before he left 
for work? 

MR. GEARAN: I can't confirm that. Z don't know the 

answer to that. 

Q Thank you, Mark. 


END 
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PRESS BRIEFING 
BY DEE DEE MYERS 


Tha Briaflng Roon 


1:47 P.M. EDT 


MS. MYERS: Ttoa good nova ia that tha filibuatar haa 

baan brokan on national aarvica. Tha Sanata haa daeldad that thaxa 
la no naad for a aacond elotura vota. Mltchall and Dola juat 
announcad that national aarvloa will ba tha flrat ordar of bualnaaa 
on Tuaaday and va ara fully confidant that tha Sanata bill will now 
paaa. So good nawa braaklng out all ovar. 

Q la thara any good nawa to ba aaan In a 4.3 cant 
gaaollna tax which althar won't fund anough of tha aoclal prograaa 
that aany paopla want, or won't raach tha $900 billion targat? How 
do you aaka that add up? 


MS. MYERS: Wall, first of all, as you know, thay'ra 

atm working out tha final datalla of tha packaga, but X think wa'ra 
going to gat a vary good packaga that naats tha Praaldant's 
prlnclplas, which la roughly $500 billion In daficit raduction, 
iwvaatnanta — sonawhat scalad down, but his Invastnants ara atlll 
thara. Thara still will ba family praaarvatlon; thara still will ba 
aamad Inooma tax cradlt; thara still will ba a tarrlflc packaga of 
Incantlvas for business, small business In particular. Wa faal vary 
good about this packaga. 

Q How roughly will It approxlmata $500 billion? 

MS. MYERS t Hall, It will ba roughly 9i paroant of tha 


Q You aaan $490 bllllm or -- 


w ^ ~ worked out tha specific 

number, but It will ba somawhara in tha vicinity of 9S percent of tha 
way thara, which wa think Is good news. As you know, thara ware 

^ a ^rgat of $500 billion to something 

Ilka $400 billion, and tha President stood his ground. He was 
comalttad to getting close to half a trillion dollars In daficit 
reduction. Ha got 9S percent of tha way thara. Wa think whan tha 
deal Is dona and tha dust settles that it will ba roughly 98 percent. 

Q Do you think you have tha votes? 


MS. MYERS: Wa hope so. I naan, wa'ra guardedly 

optimistic. Wa'ra going to work like crazy over tha course of tha 
na^ week. Wa'ra not going to taka a single vote for granted. We're 
going to continue doing what we've dona for the past week, but I 
think wa feel good about the packaga and steeled to fight for its 
final passage. 


..w j ® about Ross Perot's suggestion that 

since this doesn't meet even his target, maybe we ought to just start 
Go “gain and have a little — you know the rest. (Laughter.) 
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MS. MYERS: I think it's yadd««-yaddM-yadda, that's how 

vs dsscribs that. (Laughtsr.) No, X think ths Prssidsnt, this 
adainistration and Congrsss hava vorksd vary hard to put togsthor a 
packags that vill gat this aconoay Moving again, that will craata 
jobs, that vill provids incantivss for grovth, that vill invsst in 
our paopls again and rsducs ths dsficit by an historic margin. And 
va'va got that. 

Q You'rs going to have tbs next t%ro days of hia on 
tslavision. He's got five intsrvisvs sehsdulad vhsra ha's going to 
do his bast to destroy this. That's just — X asan, ha's not 
intarastad in this passing. Hov do you counteract that? And has tha 
Prasidant had any contact vith Perot at all about this? Does ha plan 
to? Has anybody alsa in ths Whits House? 

MS. MYERS: Tha President, I don't baliava, has had any 

contact vith bia at all. 

Q Has Gargan — 

MS. NYSRSt I don't know, and I vill hava to taka that 
question, because they do talk from tiaa to tiaa ax:d X don't knew 
vhan tha last tiaa that they aay hava spokan. 

Q Hov do you countsraot this ~ Susan askad 

NS. MYERS: X think vhat — Parot aay ba out thara, but 

so vill asabars of this adainlstration, as they hava baan 
aggrassivaly for tha last eoupla vssks and consistently before that. 
But X think vhat — and X think you've seen soaa of tha results of 
that. They're starting to show up. X think people are getting a 
batter sense of vhat's in tha package, of bow it's going to affect 
their lives. We're going to oontinua to fight to educate people 
about this. This is soaetblng that we believe will create jobs, 'it 
will have an iapact their lives. Xt vill oost the aiddle class 
about II a %reek. The vast aajority of the new revenue ooaes free tha 
iraalthiast people in our society. This is a fair package. 

Q Can ve get it today? 

NS. MYERS: X hope SO. X think that's our axpectation, 

yes. 

Q Dee Dee, X saw Sanator Bollings over here and X 
guess he vent jogging vith Senator Bauous. Could you tell us soaa of 
the other senators that the President has talked to personally today 
or on the phone? 

Q Or last night at dinner? 

MS. MYERS: Gosh, X don't have a list froa last night at 

dinner. X vill take that question and vill post idio he talked to 
today. Xt's been kind of a shifting list. 

Q You said tha Prasidant %ras standing his ground. 

::cnt on tha way tha Prasidont Icbtlac ir.f* ' *• * ' - 

particularly of tha Senate, and why ha is reportedly saaaingly unable 
to actually ask for people's votes and push hard — (laughter) — 
could you talk a little about — 

MS . MYERS: Generally these are one-on-one aaatlngs, so 

I don't know whether or not ha's askad for people's votes. I naan, I 
think certainly ha wants — is seeking their votes, which is why he's 
been aeeting with thsa. 

Q Right, but so aany senators — congressmen have 
coae out of there saying he never really put the squeeze on ne. I 
aean, all of then — 


Konr 
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MS. MYERS: K«'« • nice guy. No, I think it's vory 

cloar iron both tho Proaidont'a convoroationa vith aaabara and froa 
othor aanbara of thia adainiatration'a convaraationa vith aaabara 
that va'ra aaaking thair votaa. And X juat can't — I don't know who 
you'ra talking about who faala tho Praaidant haan't — 

Q — had atory today that liatad — quotad by naaa — 
a big handful of paopla who aaid that aaid that ha navar aakad for 
thair votaa. Nov, ia it juat baeauaa ha faala lika ha — that 'a 
iapolita or — 


KS. MYERS: I would hava to aak hia about it, and I hava 

not. 

Q Could you? 

NS. MYERS: Yaa, aura. 

Q Oaa Daa, aort of an arithnatio problaa. Ia thara 
any poaaiblo vay of aaating thin roughly $490 billimi paekaga by 
counting tha additional Intaraat aavinga that ara now aatiaatad aa a 
raault of your lovar daficit projoctiona that you aanouncad a fav 
vaaka ago? 


MS. MYERS: I'll hava to taka — I don't know how tha 

aath ia going to eoaa out on that. Wa'll hava to wait and aaa. 

Q Can you count additional intaraat aavinga aa a 
raault of your lovar daficit projaetiona. Can that ba eountad into 
tha aix of $490 billion? 

MS. MYERS: X juat don't know whathar that will ba ' 

faetorad into tha final paekaga or not. I'll hava to taka that 
quaation. Wa'll hava to wait and aaa what coaaa out of tha 
confaranca raport. 

Q Ara you going to do a briafing on Panatta or — 

KS. MYERS: Yas, this aftamoon aftar — va'ra goii:g to 

aotually do two brlafinga. Z'a gXad you aakad, baoauaa you lova It 
ao such. I think aoaabody will eo«a down and do national aarviea 
onea thay gat tha final datalla vorkad out on that paekaga. And that 
will ba — and than aa aoon aa va gat a confaranca raport, which va 
hopa will ba today, I think tha Praaidant will hava aonathing to aay 
about it, and than thara will ba a briafing in 450. 

Q Is it possibla to do it hara? That's lata. 

MS. MYERS: Yas, if it'a lata, va can try to nova it to 

hara, sura. 

Q What's tha briafing on? 

MS. MYERS: It wil? b« on tha 

repo It. 

Q What are you going to do next week exactly — 

Q Who's going to do it? The President's going to do 

it? 

MS. MYERS: No, no, no. The President will say 

sosething about it. 

Q Where? 
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MS. MYERS: Soaawhara — I don't know if it wilX bo in 

tho briofing roon. It will dopond on what tino. 


TO tho pool? To tho pool or to tho aoooablod naao? 

MS. MYERS: 1 thinX wo nay try to do it for tho 

asoonblod ■aooT Mo havon't roally workod out tho dotails yot. 

Q In tho Rooo Gordon — 

MS. MYERS: Probably. 

Q 10 ho going to do a TV addrass on Monday? 

MS. MYERS: Mo'ro working on dotails of an addrass, and 

VO havon't workod it out yot. As soon as wo — wo hops to got tho 
dotails on it workod out today. 

Q Mould Monday bo a likaly tiM? 

MS. MYERS: I wouldn't rulo it out. 

Q Mhan? 

NS. MYERS: Tho qusstion was is tho Prosidont going to 

do an oval Offieo addrass on Monday, and tho OMWor 
on it. If wo got it workod out wo'll lot you know. MO hopo to havo 
sco>othi«g to talk about lator today. 

Q — Sunday? 

Q Sunday is fading? 

MS. MYERS: I would rulo out tho wookond. 

Q Yoahl (Laughtor.) 

Q Mbat do you havo on tho wookond? 

Q Doo Doo, David Mixnor and soao othor pooplo wars 
arrostod today about nidday in front of tho Mhito Bouso. Do you haw 
a rospenso fro« tho Prooidont? And if you don't, could you got ono? 

MS. MYERS: I just don't think tho Prosidont will havo 

mtiy oosBont on that. 

Q Mhat's ho doing this wookond? 

MS. MYERS: Saturday ia — ha will oooo in, I think ^ 

in tho offieo horo in tho noming for a eouplo of Mating probably 
on tho budgot packago. Than ho'll taka tho root of Saturday down. 
Aiid Sunday is — I'n not sura. 

Q . Doos David Mixnor's participating to that 
dononstrat.ion affoet in ♦•>»» Whito Houso? 










Q I'm sorry. 

MS. MYERS: There's a lot of David's. 1 know. 

Q Does it affect David Leavy's job? (Laughter.) 
MS. MYERS: He'S a short-tiner anyway, so — 


Q — Gergen's -- 
MS. MYERS: RLght. 
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Q First, ths Washington Post today says ^at tha 
famous tom not# mantionm travalgats. Is that corract? 

KS. MYERS: I am not in tha position to conmant on tha 

contants. I just can't. 

Q Also, in ragard to your answar to Carl bafora, you 
said you don't think tha Prasidant would hava any conmant. David 
Mixnar has dascribad himsalf and Clinton has dascribad him as closa 
friands for 20 yaars. This is somaona %rho is so upsat by his closa 
friand's policy that ho got hinsalf arrastad in front of tha Whita 
Housa. It's a littla mind-boggling — 

MS. MYERS: I think that tha Prasidant is wall awara of 

Mr. Mixnar's position on tha military dacision ~ gays in tha 
military dacision. And 1 don't think ha has anything furthar to say. 
I think it's baan wall documantad Mr. Mixnar's opposition. 

Q Daa Daa, doas tha Prasidant favor a widar usa of 
alrpowar in Bosnia? Widar than just to protaet tha D.M. 

paaoakaapars? 

NS. MYERS: As you know, wa'ra talking to our allias 

about how bast to support tha nagotiatlons in Canava and to pravant 
furthar datarioration of tha humanitarian situation in Sarajavo and 
soma of tha othar population cantors. And bayond that, I don't hava 
anything to oay. 

Q In thasa talks with alliad officials, ara wa making 
tha suggastion that alrpowar ought to ba eonaidarad for tha purposas 
you just statad? 

MS. MYERS: I'm just not going to conmant on tha contant 

of tha discusoions, othar than to say that tha ganaral goal is to 
figura out how bast to support tha nagotiatlons in Canava and to 
protaet tha — to pravant tha furthar datarioration of tha 
humanitarian situation on tha ground. 

Q Would this, again, ba a multilataral thing? In 
othar words, siqqposing that tha allias as in May don't go along at 
that point. Wa also gat off — 

KS. MYERS: Wa'ra discussing tha situation with our 

allias, and bayond that, Lao, I just don't hava any eomaant. 

Q Daa Daa, in eonnaetlon with tha vinca Fostar easa, 
tha poliea ara dascribad in this morning's papar — tha Washington 
Post — as sayiiig that tha Whita Housa hindarad thair casa by slowing 
down tha axamination of tha avidanca, aspaeially tha nota. Do you 
hava a raaetlon to that? What do you say to that? And also, in tha 
search of Poster's office, was it actually Bemia Nussbaua who 
physically want through all of that avidanca, or did tha Park Police 
physically do it under tha supervision — 

MS. nx£ic»: Tna firsu part is that we're doing our bast 

to cooperate with tha ongoing investigation — Park Service 
investigation. And we will continue to do that. Wa will continue to 
do our bast to facilltata that and cooperate. Bamia did actually do 
tha physical going through, because many of those doc\inants are 
protected by either executive privilege or attorney-el lent privilege. 
And so Bamia want through and sort of dascribad tha contants of each 
of his files and what was in his drawers while reprasantatives of the 
Justice Department, the Secret Service, the FBI and other members of 
the Counsel's Office were present. 

Q Was that the only time any White House official had 
gone through those documents? 
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MS. MYERSi That was tha first 
an aasociats counasl catalogsd tha contanta 
in Vinca's offiea. 


tins. And I baliava than 
— cataloguad tha filas 


in it? 


Q 


Ragarding — nota, is tha nans Nussbaun nantionad 


N8. NYERSt Again* !*■ not going to conant on tha 
contanta of tha nota. 


Q Daa Daa* hava thay chacXad tha — 

Q And what about tha FBI — tha ineidant dascribad 
that tha FBI agant told to — 


MB. MYERBi My undaratanding was that a junior aaakbar of 
tha counsal's Offiea said aoaathing to an FBI agant whan 
and Bamia Mussbaua than contradietad that and said that ha thought 
that tha othar parson was wrong. 


Q IS tha FBI conducting its own Invastigation? 


MB. NYERSt You'd hava to ehaek with than. 


Q Doas anyona know if ha avar thraatanad to quit and 
whathar ha was taking an antidaprassant? 

MB. NYERSt X don't know. On tha drug you'd hava to 
ehaok with tha Park Sarviea Polios. 


Q And will tha Park Sarvioa raport ba mit out 
publicly without going through tha Nhita Housa control? 

NS. NYERSt You'd hava to ehaok with wbatavar thair 
standard oparating prooadura is. 


Q Wall, I'B sura thay don't daal with tha Whita Housa 

ovary day. 

MS. NYERSt That's trua. I naan, I think that that'a 
soaathi TK T — or perhaps a battar point of contact on that is tha 
Justice Dapartnent. X dmi't know and X don't think that we knew 
exactly what the final report is going to look like, what it's going 
to contain, or how it will be handled. X think we'll hava to wait 
until it's dona. 


Q Xn the search of the office, did they check the -- 
with tha PBX and tha police present ~ did they check tha coivutar 
filas, any dictating tapes, videotapes, or audio oassatta tapes to 
sea if an audio or electronics sassage was left or anything? 


NS. MYERSI X will have to taka that. X don't know 
whathar there is any kind of audio equipsant in his office, whether 
he used any of that. And as to counters, X's not sure what the 
arranoeaent was on that. X know there was sons arrangesant tha thay 
k. .... pjksca to hava i:hosa filas checked. 

Q And the phone logs? 

MS. MYERS: Tha computer filas and phone logs. I'm jut 

not sura what tha status of those two issues is. 


Q What do you know about — relationship batwaan Mr 
Fostar and Mr. Foster? 

MS. MYERS: They had a very good working relationship. 

Q What was the question? 
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MS. MYERS: What was tha ralationahip batwaan Mr. 

NuaabauB and Mr. Foatar. Thay had a vary good working ralationahip. 
Bamia daacribad it, I thought, fairly aloquantly on Hadnaaday of 
laat waak whan ha aaid that thay got togathar whan thay both cana 
hara and dacidad that thay wantad to run tha Hhita Houaa Counaal'a 
lika a littla law firs and to oparata aa partnara in a law fim 
tfould. And I think that thay wara wall on thair way to astabliahing 
what thay thought was a good partnarship. 

Q Daa Oaa, is it trua that McLarty's diractions that 
tha Foatar offica ba saalad was not earriad out for 12 hours? 

MS. MYERS: No, what happanad in that ragard was that 

avanina, Tuasday avaning, as paopla wars bars in tha tthita Rousa 
notifying faaily assbars and othars about what had happanad, it was 
suggastad by Mack wo naad to aaka sura that Vinca's offica isn't 
disturbad. Tha Counsal's Offica is — ovary night is lockad and 
alaraad. So I don't think — thara wasn't a naad to lock it in any 
othar way. So paopla just aada sura tha door was clossd and that 
whan tha Boabars of tha Counsal's Offica laft that tha door was 
lockad and alaraad as it always is. And tha naxt aoming, thay askad 
tha sacrat Sarvlca to put a guard on it just for an additional layar 
of protactlon. 


Q Is tha Whita Housa satisfiad that thara wara no 
iapropar raaovals of docuaants or othar possassions froa that offica? 

^ ^ MS. MYERS: Yas, wa hava just no raason to baliava that 

that happanad. 

^ ® Bines tha outbraak of fighting in Labanon, has tha 

Prasldant hiasalf boon in touOh with any of tha Niddla East laadars? 


MS. MYERS: No. As you know, Saerataiy Christophar has 

boon in constant contact with tha Israalis, tha Lobanasa and tha 
Syrians. 


Q -- gatting back to Bosnia, thara's a raport on tha 
vlMS that thara's boon an agraaaant raachad in Ganava batwaan tha 
pnrtias — at laast an initial ona. Bava you raoaivad word of that? 
Do you hava any raaetion? 

MS. MYERS: That's tha first I'va hoard of it. I'va not 

saan that raport. 

i , ^ ® .. ^"iSent boon spaaking with any 

foralgn laadars today? 

MS. MYERS: Not that I know of. 

Z'll doubla-chack, but I don't think so. 


Z don't baliava so, and 


^ ^ Q • littla oonfusad. Doas tha Hhita Rousa not 

t«8t tha FBI or tha Park Polios to traat tha inforaation in Foatar 's 
offica Witt dua confidantiallty? And how can thay conduct a thorough 
invostigation if they're doing it tti.Oh.^.< 4 .xit.er w* ..uksoaua 
who's doing it hiaself apparently? 

MS. IWERS: Well, 1 think that is a — it's not an issue 

of t^st, of whether or not you trust. Certainly, we trust the 

DePJrtaent and the FBZ. But there is an issue of privilege, 
which is I thi^ always taken very seriously by attorneys, as it 
should be. And so, I think aost of the docuaents that Vince was 
''®*^hing on were protected by one sort of privilege or another. 

Q Protected from whoa? 
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KS. MYERS: Prot«ct«d froB anybody outs Ida of tha 

attornay-cliant ralationship. 

Q Wall, wait a ainuta, doss tha Prasldant not also 
hava an attemay~cllant ralatlenahip with tha Justloa Dapartaant? 

MS. MYERS: Z'a not familiar with all tha privilagas 

that axiat, but I know in tha caaa of tha Whita Housa Counaal'a 
Offiea, ona of Vinca's functions was to sarva as tha First Faaily's 
lawyar within tha Whita Housa Counsal's Offiea, and that was part of 
what ha did. Plus a nuabar of tha issuaa that ha's %rorking on ara — 

Q So ha's tha Prasidant's privata lawyar -- 

MS. MYERS: Wall, ha's tha Whita Housa — ha's tha guy 

in tha Whita Housa Counsal's Offiea who handles issues relating to 
tha First Faaily and tha Rasidanoa. 

Q So tha Whita House is assarting hare an issue of 
personal privilege with regard — 

NS. MYERS: Wall, both. I aaan, there's an attorney- 

client privilege and there's also an axaeutiva privilege. And I aa 
not an attorney, nor an expert on privileges, but Z know that this is 
— there's a vary serious question about how — but in answer to the 
other part of your question, Z think that Nr. Nusabaua conducted a 
very thorough investigation, particularly in teras of what they were 
looking for. Z mean, he went through tha files and described what 
the issues were and what the contents of the files were without 
having them read tha specific documents. 

Q So the investigators had to rely on his 
characterisation of everything? 

MS. MYERS: That's correct. 

Q And, Oea Daa, ha missed the note. Didn't Nussbaua 
miss the note? 

MS. MYERS: Well, it was in the bottom of Vince's 

briefcase tom up. Bo, you, they didn't discover It until Monday. 

0 Well, how can you characterise it as a thoronm 
investigation when ha didn't find the meet salient piece of evldenca 
that's been found so far? 

MS. MYERS: Your oharacterlsatim, not ours or anybody 

else's. 

Q So you don't think it was — 

MS. MYERS: Z just don't know if it's the “ 

Q Was it a thorough investigation? 

MS. Mssks: IMS, 1 was a — 

Q Was a thorough search? 

MS. MYERS: Yas, I think wa faal it was a thorough 

investigation. 

Q So you -- okay. (Laughter.) 

Q Thank you, Brit. You nay step down. (Laughter.) 
But was there any other piece of evidence that's aora relevant? 
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MS. MYERS: !*■ ju»t not going to got into 

charactor icing thinga liko that. 

Q isn’t thsrs an inharsnt conflict of intaraot if you 
have the sans poraon raprsaonting tba family tta cliant-family 
ralationahip araxacutiva privilaga? You Ta saying — i»,thara any 
conaidaratibn of taking or having an indapandant counaal look into 
thia? If you'ra baing protaotad both by tha attomay-cliant 
privilaga aa tha First Family’s lavyar — 

MS. MYERS! Tha intimation harm is that — I maan, thara 
has baan no allagationa of any kind of crUinal wrongdoing. Thara ’a 
baan no sucraastion that thara ’a anything in thara. Ma hava 
eooparatad^lly with tha ongoing invastigation. It, at tha and of 
S?SI;I?i5!ii?n, tha invaSioitor. or ao^y think, that thara 
naada to ba anothar look at this, than va’ll ba happy to raviait it. 
At this point wa’va cooparatad complataly. I think tha invaatigating 
agancias faal thay hava gottan what thay naad and continua to gat 
what thay naad. 

Q Than how do thay know if it's baan acraanad? 

NS. MYERS: Thay’ra tha invast igators. Talk to tham 

about how thay know. 

Q Wait a minuta, Daa Daa. If you'ra tha onas who 
control tba avidanca, it'a not — it's parfactly appropriata to ask 
you that quastlon. 


Q And to say — it is net an anawar to tha quastion 
to say talk to tha paopla who hava to gat it through to you — - 

MS. MYERS: It is — no, no, no, Brit. 

Q — as to why — how wa can know. 


MS. MYERS: Mo, no. 

Q That'S a fair quastion to put to you is all I'm 

saying. 

MS. MYERS: But hsra'a tha thing. It is not up to us to 

datarmina what thay should ba lookiitg for. 

Q That'S hew it works, though, lan't it? What thay 
gat — you'ra datarmining what thay gat to saa. 

MS. MYERS: Mo, it — in taems of -- thay havan't — I 

don't know exactly iduit thay'va aakad for, baeausa — I'm not tha 
point parson on tha invastigation. But it is up to than to dacida 
what it is thay think thay naad. If thay naad mors Information 
thay 'll coma back to us. 

Q Did tha Park Poxica utw-.— 

MS. MYERS: That's a dacision — if thay don’t feel thay 

hava enough information — 

Q Let me ask you a quastion. If there's an 
investigation of a private citizen, suicide, do you really imagine 
that tha private citizen's lawyer gats to stand thara and sea — 
preside over the search of the person’s premises? 

MS. MYERS: Of anything that would be protected by 

attorney-client privilege, absolutely. Of course, they would, Brit. 
Of course, they would. If somebody had legal papers pertaining to 
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SOB* issu* that th«y war* working on that w*ra prot*ct*d by an 
attom*y-cli*nt privilag*, that would b* somathing that th* — ; 

Q 1 think you battar look it up. 

Q How about if tha attomay was a partnar of tha 
dacaaaad? This is not just an attomsy-eliant ralationship, this is 
an attomay that had a working ralationahip with th* dacaasad — 

KS. MYERS: Th* issu* is not — 

Q — not a third attomay bar* looking at this. 

MS. MYERS: Th* docuBants ar* protactad by privilag*. 

Tha Park Sarvica poliea is conducting an investigation. Thay faal 
thay ara getting enough avidanca to Bake a conclusion about «d:at 
happened and why vinca took his lif*. Thay faal they're getting 
access to tha inforaation thay need to aak* that dataraination with 
enough certainty to conclude it. Thay have said that thay think 
thay 'll wrap th* investigation up next weak. Among other things, 
thay said in tha paper this aomlng they're waiting for tbb results 
of his autopsy. Thay faal thay have enough inforaatlon to sake a 
conclusion. That's tihat — that's their judgaant. 

Q Just to taka it perhaps to an axtrsM that it 
shouldn't b* taken, but how about — 

MS. MYERS: Nhy not? (Laughter.) 

Q — Nussbaua flipping through this finds a not* tvom 
Vinca that says I can't stand trorking with Bamia MussbauB anyaor*. 
And Bamia says, oh, this is axacutiv* privilag* and stuffs it back 
in his coat pockat. Z Bean, thare's no independent parson looking at 
these aatarials and saying this is relevant, this is not. 

MS. MYERS: Again, th* docuBants that ~ tha doouBants 

that ware not protected, such as, Z think he had sob* personal 
docuBants — his leas* for his house, for axai^l* — thay vara 
allowed to look at. But tha docuBants that ara protected by 
privilege thay war* not allowed to look at. 

Q Dae Dae, do you deny that th* Whit* Rous* could 
waive attomay-cliant privilege? 

MS. MYERS: Z don't know, z — 

Q Can taka tha question of whoever — 

MS. MYERS: Sura. 

Q And ask you whoavar in th* Hhit* Rous* is Baking 
tha judgments about %dwt th* Mhit* Rous* will or will not do — 

KS. MYERS: As you know, that's a eoq^lieatad and 

pracadant setting kind of decision. 

Q The second question is, you originally dasignated 
the Justice Dapartaant as the point of contact — 

MS . MYERS: We designated than on Tuesday night after 

vinca's death — or Wednesday morning. 

Q What's the rationale for that. And doesn't that 
rationale naybe apply to who the filter bacones for avidanca that 
goes to the investigators? 

KS. MYERS: The rationale was to have a point of contact 

outside the White House in case there were req[uests for things, in 
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c«s« th« invMti9«ton n*«d«d additional infonation, that thay 
wantad to com bade In and talk to paopla. It's a way to hava a 
point of contact — 

Q Than why isn't the Counsel's Office just as 
qualified to do that as thay are the acraan the avidanca — 

NS. Krais t That is not protactad by attornay-cliant 
prlvilaqa or by axacutiva privilaga. 

Q Wait a ninuta, that's not tha question. 

NS. Krais: Wall, I naan — yas, X think that's tha 

answer, though. 


Q Why is tha Counsel net fit to be tha point of 
contact since tha Counsel is — 

K8. KYKRS: Wall, for tha reason that X just gave, but 

the distinction is attemay-ollant privilaga and axacutiva privilaga. 
That is why Bamia was conducting tha investigation. But under tha 
cireuBstancas, wa thought it would be easier, batter, to hava tha 
Justice Dapartaant to serve as tha point of contact. 

Q Was tha President aaong those intarvlawad by 
investigators or baa ha provided than a statanant or bean raquestad 
to provide a statawant? 

KS. KYZllSt He's not bean raquestad. 

Q Why was it naoassary to hava tha Attorney Ganaf al 
and tha Dapoty Attorney General weigh in on tha quaation of whether 
tha note should be turned over to tha Park Service? 

KS. KraiS: Thay vara contacted and thay cans over and 

ware asked what should be done with it, whether it should be given to 
the Justice Dapartaant or to the Park Service police. They said thay 
took a oepy of tha contents of tha note and suggested that the note 
itself be turned over to tha Park Service Police, so that was dona. 

Q That aaaas lika an — I aaan, it saaas obvious that 
tha paopla who ara invaatlgating whathar or not this was a suicide 
are finding reasons for a suicide would be allowed to have a oopy of 
tha note. And 2 guess I'u just uystifiad by tha aussmning of tha two 
top ranking paopla at tha Justioa Oepartuant to weigh in on this. 

KS. KYSBSt It — Phil Kaysann was tha lead coordinator 
parson. I aaan, ha — and so 2 think tha point of contact works both 
ways. Our point of contact for an ongoing investigation wisely, 2 
think, is tha Justioa Dapartaant. So Phil Bayaann was contacted and 
ha asked tha Attorney General to eoas with hia. X think that that 
was tha appropriate thing to do. X think tha point — it'a iiqportant 
that tha point — that dur contact with tha iiwastigating agency be 
drms through the Justice Dapartaant. 

Q And tha discussion there was not whathar to turn 
over tha note, but who should gat it? 

KS. KYBRS: Hall, what va should do with it. X aaan, I 

think that was a judgaant wa askad than to help us aaka, or to — va 
asked for their bast guidance on that and thay said it should go to 
tha Park Service Police. That's part of what wa askad than to do. 

Q 


Q 


What vara tha other options? 
— alternatives? 
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MS. MYERS 2 You know — I think it was pratty claar wa 
wara going to giva it to aithar tha JuaticO Dapartaant or tha Park 
Sarvica Polica. 

Q Who aada tha daciaion not to aaka it public and 

why? 


MS. MYERS) Tha Park Sarvica Polica — and, again, that 
contact happanad through tha Juatica DapartiMnt -- that thay thought 
that it would not ba viaa in tha contaxt of an ongoing invaatigation. 

Q But would it — how about tha futura? 

MS. MYERS: I think wa'll vait and aaa. 

Q — go back to a quaation Jill aakad a vhila ago. 

Tha Waahington Poat account this aoming dascribad a scana vhara 
supposadly Nussbaxa told an FBI agant to sit down and not to paak at 
docuaanta. Mara you saying that account ia Ineorraet? 

MS. MYERS: I don't raaanbar — nayba you guya can halp 

BO — if it said who fm tha Counaal's Offioa. 

Q It aaid an official, X think. 

MS. MYERS: Yas. . And ay — I think X axplainad that it 

was a junior aaabar of tha Counaal'a staff who suggastad that tha 
parson sit down and Bamia suggastad that that was not naeassary. 

Q Daa Daa, X'a confusad hara. Nhat — a lawyar 
ralationship ara you talking about? That's usually a phrasa usad 
batwaan a san on his parsonal businass and his lawyar. Ara you 
talking about parsonal businass or ara you talking about public 
businass? 


MS. MYERS: Thara is an issua of privilaga in both. 

Q Wa know what axaoutiva privilaga would ba, but what 
about tha cliant-lawyar ralationship as ragards public govamaantal 
sattars — public govamaantal sattars? 

MS. MYERS: Hall, axaoutiva privilaga would apply — 

and, again, X should probably ~ at sous point wa probably naad a 
battar asqplanation about how thasa privilagas work. But thara ia 
both parsonal ralationships sines vinca Fostar handlad a lot of tha 
Prssldant and First Family's — what parsonal businass thara exists 
for thaa. And ha did pravious to his arriving bars at tha Whits 
Bousa. And ha also handlad lagal issuas partaining to fadaral 
gevamsant businass. So both. 

Q Whan you turn ovar sosathing to tha Justioa 
Dapartmant — to paopla who ara appointad by tha Prasidant — that's 
hardly indapandant. That's not indapandant. Whan thay spaak of an 
indapandant counsal or investigation, thay'rs usually speaking of 
somebody bain*^- z^pzLr.tzi - *• !?ut Rano and 

Haymann would certainly ba under tha ^asidant's — 

KS . MYERS: I think that Janet Rano has shown harsalf t 

be quits independent and wa expect that she is. 

Q — wa all love her and all that, but — 

(Laughter. ) 

Q Mho has taken ovar tha Clinton's personal attorns 

business? 

MS. MYERS: I'll have to taka that question. X don't 

]cnov that it's been passed — sons of tha existing files wara 
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probably pasaad on to aoaabody, but I don't know if a datarnination 
haa baan aada in a largar contaxt. 

Q Will Christophar go to Labanon if thay'ra atill 

fighting? 


H8. IWBRS: Ha'S — 

Q I naan, not to Labanon. I aaan to tha Niddla East. 

MS. iRlESt To tha Niddla East? Yaa, hia plana ara to 
laava ovar tha waakand and to ba in tha Midaaat naxt vaak aa plannad. 

Q Will ha go to Europa? 

NS. NYEESt Thara hava baan no ehanga in hia plana. 

Q will ha go to Europa too in addition to tha Niddla 

Eaat? 

NS. NYEESt Z don't know that ha haa any plana to. z'd 
hava to rafar you to Nika ovar at tha Stata Oapartwant. 

Q On tha Niddla Eaat, tha Egyptian anbaaaador to tha 
U.S. apoka to raportara thia aoming at tha National Praaa Club, and 
ha aaid ha waa highly optiaiatlo that in tha naxt faw hours thinga 
could poaaibly ratum to noraal in Labanon and that tha U.S. wan 
kaaping vary eontinuoua contact in tha ragion. Za thara any 
raaaon for hia — 

NS. NYEESt Tha aacond part of your atatanant in 
oartainly trua. Saoratary Christophar haa baan working vary hard, and 
tha U.S. haa baan continually uraing for a atop to tha violanoa ‘thara 
and Baking our caaa vary aggraaaivaly. wa'ra hopaful that tha 
violanoa will atop. Wa'll wait and aaa what happana. 

Q Ba aoundad vary, vary 

NS. NYEESt Zf it happana, that would oartainly ba good 
nawa. Z naan, wa'll wait and aaa, but wa'va oartainly baan urging 
than to atop. 


Q Daa Daa, ia thara any — ia tha Praaidant conoamad 
that tha Sanata Bay filibuatar on Dr. lldara' oonfiraation 
prooaadinga for Surgaon Ganaral? 

NS. NYEESt Z don't know wbathar that's a oonoam or 
not. Aa you know, aba paaaad out of tha coBsittaa — Z baliava it 
waa 13-to-4, and pieJcad up thraa Eapublicana. So wa wara ~ that was 
obviously vary good nawa for us today. And wa'll aaa. Z havan't 
haard that tha Sanata aay filibuatar har, but Z don't know. 

Q Daa Daa, thara waa an i^rasaion — tha last faw 
days that tha adainistration was washing its hands of Bosnia — Bayba 
•*. tnnnrT-cet iapraasion, but thara '••r** 

•i.xact. And than thara hava baan thasa incidanta — attacks on U.N. 
forcaa. Haa that conpallad Clinton to ba raangagad? Or how «rould 
you daacriba — tha last faw days and his paraonal thinking and his 
— in othar words, has ha said now Z'va dacidad Z'va got to do 
soBathing again? What's going on with his thinking? 

NS. NYEE8: Wall, first of all, Z think tha Praaidant 

diractly triad to dispal tha notion that wa wara diaangagad. 1 think 
ha said specifically that ha thought sons atatanants in Sacratary 
Christophar 'a spaach had baan Bisintarpratad and that wa wara still 
vary such angagad in Bosnia. Z think tha ~ thia adainistration 'a 
foraign policy taan has baan continually involved in that vary 
difficult situation. I think — obviously things hava gotten vary 


1691 


1090266 

- 14 - 


difficult and va'ra continuing to dlacuss with tha allies what ws can 
do to support ths negotiations and to counter what to do — we're 
worried about the deteriorating conditions there. 

Q Hill he be reluctant to do anything while 
negotiations are at such a seeaingly important stage? 

MS. MYERS: Wall, again, tha conversations are ongoing, 

and I just can't comment on tha content. 

Q Can you walk us through the logiatica for the 
afternoon again — 

HS. MYERS: It'S someuhat unclear, but we expect — 

assuming we get a conference, which we're hopeful that we will, then 
the President will have something to say. And then as soon as we can 
get the information together, we'll do a background briefing on it. 
Mow, we had originally planned to do it 4S0. It's been suggested 
that if we're on deadline that we do it here. Z think that's 
something we can try to accommodate. I think it's Rubin, Altman ~ 
do you know who the other ~ Tyson and Panatta, I think are the 
people who will be on hand to brief. 

Q When you say background briefing, do you — 

MS. MYERS: It will probably be on ths record — 

Q Before camera? 

MS. MYERS: Yes. I think we made that decision. 

Q When you say — when you say you're going take a 
question, what are the terms that you're committing to in terms of a 
responsa? 

MS. MYERS: We post the answers to all taken questions 

everyday. 

Q Well, there were questions taken yesterday — 

Q Did it happen yesterday? 

MS. MYERS: Yes, sure, it did. 

Q The problem is — late. 

MS. MYERS: Well, yesterday's briefing was late, so we 

apologise for that. But we do try to got them turned around in a 
timely manner with sensitivity toward deadlines. 

Q But to each question to which you say you will take 

the question. 

MS. MYERS: Yes, normally we don't necessarily post the 

questions, we Msueliy Huet the ans%rers to 

taken questions. 

Q But if they're ones that you don't heve reeponsee 
for, you just don't note that or you try to note that there won't be 
a reeponse? 


MS. MYERS t No, I generally don't note it. I mean, we 
provide the information that we're able to obtain in reference to 
taken questions. It's usually — we usually answer all the 
questions. 


Q There was talk about him going up to the Hill as 
wall. Is that off completely? 
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MS. MYSHSt YM, that's not going to happon today. 

Q la tha radio addrasa llva toMzrow? 

NS. MYSMt Me. it will be taped seMtiae this evening. 


Q Nhat about next weak? 


of irork 
travel, 
point. 


MS. MYERSt X don't have — we'll continue to do a lot 
on the budget package. The President — there's no plana to 
But bey^ that we don't have such that's locked In at this 


Q will ha do aora state interviews — 

MS. MYERSt Yes. we'll continue to do state interviews 
and matings with sort of opinion makers in various states. 

Q Does he have any today? 

NS. MYERSt Be has — assuming that the schedule holds 
together. California and Arisona and opinion leaders from Nebraska. 

Q — little bit — poeitlon of the Clinton 
administration on Lebanon. — to what extent is it oorrect or is it 
justified today that — position taken by the regim in Tehran — 

NS. MYERSt I'm sorry. I didn't understand the question. 

Q My question — is it justified given all that you 
know about, to say that all that you know about it to say that — 
happened in Lebanon -- only one poeitlon taken by — 

NS. MYERSt Z don't think anyone's ever suggested that. 

X man. it's clear that Xran is supplying Hesbollah with arm and 
Besbollah has clearly bmn firing rockets into southern Israel. I 
mean. I think that thorn facts are fairly undisputed. But there are 
— 2 would never my that a decision made in Tehran is the sole 
eouroe. There are deep problem there that we're trying to address 
to the peace proems. 

Q It doesn't make much mnm to — civiliam and on 
Israel to get it ~ 

MS. MYERSt X think we've urged all the parties to stop 
the violence, to show restraint and to get on with the pmoe talks, 
which — the only solution to the kinds of problem that Imd to the 
kind of violence we're seeing there is som kind of a broader 
mttlomnt which oan be achieved through the peace talks. And we're 
eager to get them going again. 

Q A budget question — whan the President was 
lobbying people on the House side to vote for the Btu tav. he told 

w.ab ha wouldn't abandon then. And then in cn« ovuace you ^axu, 
well, he was going to fight for what he balievad in in conference. 

Mow the conference is coming up with soaathing on tha gas tax that is 
the Senate version. What happened to tha President standing up for 
what ha believes in and living up to his pledge to — the House — 
walk tha plank — 

MS. MYERS: Ha absolutaly stood up for what ha balievad 

in. which is why wa'va got a pibckaga that will include somawhera in 
tha neighborhood of $500 billion in deficit reduction plus the 
investments plus tha incentives. Zt is a good package. It will 
create jobs, and the President fought very hard for it. 
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He supported an energy tax. One of the things that he 
said was that he wanted to see as little tax on the middle class as 
possible. Through the course of the process, both the House and 
Senate have Identified additional spending cuts which made the need 
for a tax — decreased the amount that was needed to meet some of his 
objectives. That's good. I think everybody agrees, Including 
members of the House, that less tax Is better. 

Q So the President now agrees with that — that the 

higher — 

MS. MYERS t Oh, Z think he's always — 

Q That the broad-based energy tax that was once a 
principle of this program is now a good Idea to get rid of? 

MS. MYERS! Ho. No. That'S not what I said. I said 
that we thought that the lower the tax, the better. 

Q Didn't he oppose that — didn't he oppose lowering 
that until this very minute really? That he wanted It larger? 

MS. MYERS: Z don't think that he took a position on It. 

Q Walt a minute. What do you mean? 

Q Be asked for people on the House side — 

MS. MYERS! On the — 

Q He didn't take a position on it? 

Q — Btu tax. 

MS. MYERS! Well, look, his position on this has been he 
supported a broad-based energy tax. This package includes an energy 
tax. Zt's not as broad-based as the one he originally proposed. 
We've conceded that from this platform innumerable times. 

Q But it's better? 

MS. MYERS: The overall package is better. 

Q Becaiise it — but, wait a minute. You said the 
lower tax is better. 

MS. MYERS: The lower tax la better. The lower — Z 

don't think that — the Btu tax was better because it promoted 
conservation and was — 

Q Well, which is better, the Btu tax or this? 

MS. MYERS: The size of this tax is better because it's 

smaller. The Btu tax Is better at promoting conservation — 

Q Zf It was better, why didn't he propose It in the 
first place? (Laughter.) 

Q Yeah. 

MS. MYERS: He proposed the Btu tax because It continued 

to maintain that the Btu tax, he thought was a better tax In meeting 
his objective, which was to promote conservation and to hit all 
regions and parts of the country as fairly as possible. 

The energy tax is — the fuels tax, which is in this 
package, raises revenue. It hits regions of this country fairly 
evenly, it hits a number of different industries, as you )cnow, within 
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th« transportation sactor. Tha fact that it's a anal lar tax -- 
aoxathing that tha Praaidant thinks is good nawa. Ha thinks that 
additionll apanding cuts Idantifiad thr^h this process Java allowad 
tha tax to ba asallar, and that tha nsallar tha bita on tha aiddla 
class, tha battar. 


Q Daa Daa, tha issue was one — 

Q Oh, I saa, thank you. 

MS. KYSRS: Z don't think that's hard to understand. 


Q Daa Daa, tha issue is one of politics and tha 
President's presisa to stand by Bouse »^rs who mmdm a vary 
difficult vote, even as aasbars of tha Senate vara attaspting to 
change tha tax. Nhat happened to that proslsa? 

NS. NYEKSt Iha President stood by saabars of tha Bouse. 
Over 100 Bouse aasbars participated in this oonfaranca process and 
or are about to reach an agraaaant that aaets 


reached an agraaaant, 
tha President's stated Objectives, 


and Z think it's a package that va 


Bouse caved? 


ha Z to understand that tha President said that tha 


NS. NYERSi This vas scBstbing that was vorksd out in 
confaranca. This is a plan that assts tha Prasidant's Cbjactivas. 

Zt aaets tha President's objectives, it vas soaething vorksd out by 
Bouse and Senate oonfaraes. Zt's soaething that ve think is a good 
package that vill get the eoonoay aoving. Zt's soaething ve think ve 
can pass. We're going to fight like hell for the next veek to get it 
done, but va think ve can get it passed. 

Q Are you saying that the President nov prefers this 
ansrgy tax to the one that he originally proposed? 


MS. MYEItSi NO, Z'a saying that the fact that the energy 
tax is saaller because of additional spending outs is a good thing, 
z think that evexybo^ agrees that the — 


Q So tha Oongrass has aada tha program battar. 

MS. NYERSt That's right. Zn many regards, the congress 
has made — this program has been inproved through the process. 

THE PRESS: Thank you. 
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NS. MYERS: Good afternoon. I have a brief statement 

from the President. ^ 

While I regret the continued filibuster of national 
service, I'm hopeful that additional Republicans will see passed 
politics to support this landmark legislation. National service will 
lift up our country and do us all honor. 

I want to thank Senators Durenberger, Jeffords, and 
Chafee, along with 26 House Republicans, for putting service ahead of 
politics. I urge other Senate Republicans to follow their example 
and end this filibuster. The bill pending in .the Senate reflects the 
concerns of both Democrats and Republicans. It has a limited 
authorization. It cuts bureaucracy and will energize our youth and 
reknit our communities. This legislation isn't Democrat or 
Republican, it's just American. And I hope that additional 
Republicans will soon agree. 

Any questions? 

Q Dee Dee, does the government have a response to the 
Israeli Supreme Court's decision on Demjanjuk? 

NS. MYERS: No. I believe it's being reviewed at the 

State Department, and I'd have to refer you to them. 

Q Well, the Justice Department apparently said 
something about still not wanting him back in the United States. Can 
you clarify that or expand on it? 

MS. MYERS: I'll have to take the question. I know that 

the Justice Department also had something on it today, but I'm not 
sure what it is. 

Q Can you clarify who is in charge or who is the 
point now on the Vince Foster Investigation? Last night the Justice 
Department was saying no questions will be answered, all questions 
will be answered at the White House. This related to the note. 

MS. MYERS: The Justice Depa.. ^oinr of 

contact for any investigating agencies. The Park Service, obviously, 
is still the agency conducting the investigation. 

Q So nothing has changed? 

MS. MYERS: Nothing has changed. Questions about the 

investigation would have to be referred to the Justice Department, I 
think. With reference to the note specifically and its discovery 
last night, we decided to go ahead and confirm it once it leaked, and 
I think they are referring calls about that particular incident to 
us. 
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Q w«ll, about that than, is aora going to ba ralaasad 
on that? Is tha contants of tha nota going to ba ralaasad? 

MS. MYERS: Mo. Tha Justica Dapartaant has said that In 

ordar — bacausa tha invastigation is ongoing, tha contants ought not 
ba ralaasad. 

Q Can you charactariza in any aora spacifics tha 
itaas in this nota? Did thay ralata to spacific things at tha Whita 
Housa? Is it nonbusinass? Is thara any way — 

MS. MYERS: No, it*s work ralatad, and I think it doas 

sort of shad soaa light on his stata of aind, assuaing that this is 
authanticatad. Bayond that, wa can't raally coaaant givan that it is 
part of an ongoing invastigation. 

Q You aaan tha invastigation — thay still ara 
saaking tha answar to vhathar ha killad hissalf or not? 

MS. MYERS: X think that thay'ra in tha procaas of an 

invastigation that cartainly looks at that guastion. 

Q What is tha invastigation? What ara thay looking 

for? 

MS. MYERS: Wall, you hava to ask than axactly %ihara 

thay ara in tha invastigation and what thay way ba trying to find. 
Thay'ra doing an invastigation, as thay would, bacausa Vinca's body 
was fo\md in a national park. 

Q Tha Prasidant said yastarday whan askad about this 
and about what ha knaw, ha said, "I daoidad to watch a aovia and Wabb 
Hubball was still hanging around hara and I hadn't saan Vinca in a 
whila and I callad hia. I didn't — unlika soaa othar paopla who did 
loiow that ha had baan quita distrassad, I was not raally awara of 
that. But I knaw I hadn't saan hia in a whila and X just kind of got 
lonasoaa." Now, according to tha Prasidant, hara ha was with Wabb 
Hubball who had just spant tha waakand with tha guy, trying to lift 
his spirits bacausa ha was worriad about his. Doas tha Prasidant 
naan to say that ha spant this tisa with Wabb Hubball and ha and Wabb 
Huoball ara inviting this guy ovar for a sovia and Hubball had iMt 
advisad tha Prasidant that ha was in distrass? 

MS. MYERS: Hall, I cartainly can't charactariza wabb's 

waakand with Vinca. X don't know anough about it. Ha — and I think 
tha Prasidant 's consants in that ragard spaak for thassalvas. Xf 
othar paopla knaw about — 

Q Doas ha saan to say that whan ha callad his ha 
didn't avan than know that ha'd baan "quita distrassad"? 

MS. MYERS: That's what ha said — ha didn't know — 

f\ um that? 

MS. MYERS: No, ha didn't know. 

Q Ha didn't know? 

MS. MYERS: He did not know. 

Q Webb Hubball is there with him. Webb Hubbell spent 
the weekend with him — 
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MS. MYERS: You have to ask — I can't conment on what 

Webb Hubbell's impressions might have been based on their weekend 
together. 

Q Is it you won't — is it you dispute the idea that 

Webb Hubbell went to the shore with him for the purpose of lifting 
his spirits? 

MS. MYERS: No — I don't know what the reason is. I 

just can't characterize what was in Webb's head. I'm not — 

Q We're talking here about intimates of the President 
of the United States. 

MS. MYERS: I understand that. But I don't know exactly 

what Webb thought or what he told ~ 

Q Well, can you find out and tell us please? 

MS. MYERS: I know what the President's impression was; 
that, I can tell you. He did not have any reason at that point to 
believe that Vince was distraught. 

Q On what basis are you telling us that this note was 
work-related? Have you read it, seen a transcript of it? Has it 
been characterized to you? Can you explain? 

MS. MYERS: I know what the contents are. I've seen not 

the note itself, which was turned over to the Park Service police, 
but I am familiar with the contents. 

Q Are you telling us there was nothing in it that 
related to anything other than work? There was no personal side to 
this — to his %nriting? 

MS. MYERS: The only thing I'll say that I can say about 

it is, I think it did show him to be in a distressed state of mind, a 
troubled state of mind per work. And beyond that, I really can't 
comment. 

Q And not per anything else? 

MS. MYERS: No, it was really work-related. 

Q And what can you tell us about the antidepressant 

medication? 

MS. MYERS: Nothing. 

Q Had he taken any of it? 

MS. MYERS: I don't know. 

Q Do you know what it was? 

MS. MYERS: No. I don't even Xiiow — uae ouj.jr i.i.j.ng I 

know about that is what I read in The New York Times. I don't have 
it confirmed through another source. 

Q Can you take the question of whether he was taking 

Prozac? 

MS. MYERS: I really can't, because — 

Q Why not? 
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KS. MYERS: Bmcaumm it's something -- it's with — the 

family has chosan not to comaant on that. 

Q Did you ask tha family? 

MS. MYERS t Z spoka to a raprasantativa of tha family, 
and at thia point thay'ra just — 

Q la that Mack McLarty or aomabody alas? 

MS. MYERS: No, aomabody alas. 

Q An attomay? 

MS. MYERS: Yaa. 

Q Daa Daa, whan ara tha toxicology raports going to 

coma out? 

Q You'ra aaying that it* a tha Mhita Rouaa position 
you'ra not going to axplain what kind of madication, tihathar you know 
that ha had baan taking any madication? 

MS. MYERS: Right. Z think what va said bafora is that 

wa just waran*t avara of it if ha was, and again, tha only 
information z hava about that is idiat Z raad in Tha Nav York timaa 
this morning. Z don't hava any indapandant confirmation. 

Q Wall, was any madication found in his offica? 

MS. NYERSt No, nothing — what va said bafora is 
nothing baaring on his daath was found in his offica. 

Q But va vara told that also, but tha nota — 

MS. MYERS: That's trua. But givan — 

Q Wall, and tha psychiatrist nota. 

MS. MYERS: But that vasn't found in his offica. 

Q Whara vas it found? 

MS. MYERS: Z don't knov. , 

Q Hov do you knov it vasn't? 

Q That vasn't found in his offica? 

MS. MYERS: Bacausa Z knov that it vasn't, but Z don't 

knov whara it was found. 

Q What vasn't found? 

MS. MYERS: Tha scrap of papar or nota, vhatavar it vas, 

ichar tiaa w^. ^ ..ii^atrists on it vas not found in his 

offica. 

Q Was it found in tha car? 

Q Do you hava any commant from Japanasa — 

Q Can we finish up? 

MS. MYERS: No. Tha answer is no. 
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Q D«tt Dee, did you see the letter yourself? And if 
so, could you tell us — did he seem to be shouldering more 
responsibility than he should have? 

MS. MYERS: I am familiar with the contents of the note, 

but I cannot say any more than I've already said about what was in 
it. 

Q Why can't you? 

Q Did Vince, at any time, talk to Mack or to the 
President about leaving the administration? 

MS. MYERS: No. 

Q Did he give any indication that he was not happy in 

his job? 

MS. MYERS: I think everybody has their ups and downs. 

I think everybody has their good days and their bad days. I don't 
know that he talked to anybody about quitting. I don't know that he 
did. 

Q Do you know that he didn't? 

MS. MYERS: I can't say that there isn't anybody in the 

building that he ever talked to about leaving. I haven't — I don't 
think we've done an inq[uiry that would in any way make that certain. 
But I do not know of any plans if he had talked to anybody in any 
serious way about quitting. 

Q If I could just follow up on Brit's question for 
just a moment. Does the President — it now appears that a lot of 
people who knew Vince Foster knew that he was distressed, and the 
President apparently did not, or says he did not. Does the President 
feel that people, perhaps out of a desire to shelter him or out of 
fairly common thing that happens at the White House is to keep bad 
news away from the boss, that people did not inform him of what was 
going on with Vince Foster adequately? And does he have any feeling 
that he should have been informed and that he wasn't? 

MS. MYERS: I don't know the answer to that. Z think 

that the White House — people who worked with Vince didn't have any 
reason to believe that he was distraught. 

Q But they thought he was quite distressed. 

MS. MYERS: I think people who work — some people who 

work, particularly people who work closely — 

Q Isn't that a little bit of a hair you're splitting 
there between quite distressed and distraught? 

MS. MYERS‘S No, because — well, I mean, everything 
looks different from this vantaqe point. ' ' 

Q Sure, everything looks different in hindsight. 

MS. MYERS: And I think what's happened in subsequent 

days and subsequent week or nine days since his death is that people 
have compared notes and tried to understand more completely for their 
own personal reasons the circumstances surrounding his death. But at 
the time, and even now I don't think anybody, looking back, can say, 
oh, we should have recognized that as a sign of something much 
greater. In hindsight, you can perhaps say that. But at the time, 
people go through their ups and downs here. What he was going 
through didn't seem to be anything outside of the normal sometimes 
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difficult ups and downs of working hsrs. Had anybody had any in)cling 
of ths trouble that he was in, we all would like to think that we 
would have done something about it. 

Q Are people saying that? Are people regretting that 
they didn't recognize or notice things now that they now, in 
hindsight, think? 

MS. MYERS: Hindsight always provides a much clearer 

perspective. I think there isn't a person in here who doesn't wish 
that they had known so they could have done something. 

Q How many hours did the White House have the note 
before they turned it over to the Park Police? 

MS. MYERS: The note was discovered Monday afternoon and 

turned over Tuesday evening, so a little over 24 > 

Q 80 somewhere between 24 and 30 hours before you 
gave that evidence to the Park Police? 

MS. MYERS: Yes. It was our judgment that the best 

thing to do was. to make sure that the family had a chance to see it. 
Lisa Foster was coming to Washington on Tuesday for business 
unrelated to this letter and was given -- was informed about it when 
she got here. And the President, who was out of town on Monday, was 
also informed on Tuesday. 

Q So your position on — 

Q Did the President see the note? 

MS. MYERS: Be didn't see the note, but he was briefed 

as to the contents. 

Q So your position on this was rather than turn over 
the evidence in an investigation that it was uncovered that you would 
wait however many hours or days it took to show the family first? 

MS. MYERS: And then we promptly called the Justice 

Department. 

Q Who uncovered the note? 

MS. MYERS: Associate counsel Steve Neuwlrth. 

Q And who made the decision that it should not 
immediately be turned over to the Investigating authorities? 

MS. MYERS: I think the decision was made to inform the 

family, and I'm not sure who actually made the final decision. 

Q Will you take that question please? 

MS. MYFPS: Sure. 

Q So our impression, or the impression that the 
decision to inform the family first and to withhold it from the 
police until that was done, we're told was made by Mr. McLarty. Is 
that at odds with — 

MS. MYERS: I just don't know who made the decision. Z 

know how and when the note was discovered and some of the events 
thereafter, but Z just don't — I'll take the question. 

Q Anything else — 
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Q And ther« were questions of phone logs that the 
police raised that hadn't been turned over yet. Do you know whether 
or not the Counsel's Office has aade available to the Park Police the 
phone calls of his — that he made the day that he died? 

MS. MYERS: No, and I'll take that question. I don't 

know whether we have an answer to that, since it's part of the 
ongoing investigation. But I'll — 

Q Do you know if the White House has given the Park 
Police permission to talk to Mrs. Foster yet? As I understand it, 
they were informed that she was too distraught to be interviewed 
until after the funeral. 

MS. MYERS: I don't know that to be true, but I'll take 
that as well. I don't know that the White House would have any 
control over that. 

Q When the investigation is complete, who will be 
releasing the results of that investigation report? And, also, will 
the family have some type of veto power over what is released? 

MS. MYERS: I think that since the Park Service police 

is conducting the investigation, they'll release the results 
consistent with the normal — whatever they normally do. You have to 
contact them as to that. 

Q We couldn't get it through Justice? 

MS. MYERS: No, not necessarily. You'd have to check 

with the Park Service. The Park Service is conducting the 
investigation. We've only asked the Justice Department to serve as a 
point of contact in that investigation. 

Q For who? 

MS. MYERS: For the Park Service. 

Q Wait a minute. So the Park Service goes to the 
Justice Department and the Justice Department then comes to the White 
House to request evidence? And the White House then consults the 
family? 

MS. MYERS: To provide — I'm not sure exactly how — I 

believe that's true, that the lawyer for the family is in touch with 
the Justice Department and the Park Service is in touch with the 
Justice Department to answer questions like, "Is it appropriate to 
release the contents of the note?" And the answer we got back from 
the Justice Department, after consulting with the Park Service 
police, was "No." So that's an example of how the process works. 

Q So the Justice Department made the call on 
releasing of the evidence? 

MS. MYERS: The Justice Department in ormeultat^on with 

Che Park Service Police, advised us, in fact, dxrectea us now wu 
release the contents of the note. 

Q Who at Justice did that? 

MS. MYERS: Well, Phil Heymann is the point person. But 

I believe — 

Q The reason was — 

MS. MYERS: The reason was that it was part of an 

ongoing investigation and their judgment was that it — 
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Q I'n talking about ralaaalng it to tha Park Sarvlce. 

NS. MYERS: NO, no, no. Wall, wa contactad tha Justlca 

Dapartment originally, who advisad ua — 

Q Whan? 

MS. MYERS: Tuasday. Tuasday aftar — 

Q So you contactad Juatica tha day aftar you found 

it? 

MS. MYERS: Corract. That* a tha point wa juat 

diacuaaad. 

Q I undaratand that, but what I didn't know waa 
whathar you contactad anybody or whathar you had a conaultation with 
tha Juatica Dapartaant bafora that. 

NS. MYERS: W» contactad tha Juatica Dapartaant on 

Tuaaday who aaid to contact tha Park Sarviea polica. Tha Juatica 
Dapartaant caaa to tha Whlta Houaa. 

Q Whan you aay thay*ra a point of contact what that 
aaana ia thay'ra a point of contact for invaatigatora, but thay'ra 
not tha firat point of contact for tha Whita Houaa whan it* a daciding 
what to do with avidanca it uncovara. 

MS. MYERS: No, thay wara. Wa contactad than. 

Q Tha day aftar. 

MS. MYERS: Tha day aftar. 

Q Why did you wait to contact tha Juatica Dapartaant? 

NS. MYERS: Bacauaa wa irantad to aaka aura that tha 

family had baan inforaad and tha Praaidant had baan informad. 

Q That 'a tha point, ian't it? Tha Juatica Dapartaant 

ia a aacondary point of contact aftar you conault with tha faaily and 
whoavar alaa you daaa you want to talk to. 

MS. MYERS: No, I think tha Juatica Dapartaant is still 

tha primary point of contact. That 'a tha paraon wa want to to saak 
advica about what to do with tha document. And thay said it ought to 
ba tumad ovar to tha Park Sarviea polica, and so wa did that. 

Q . Whan you say an ongoing invastlgatlon, which 
investigation ara you rafarring to? 

MS. MYERS: Tha Park Sarviea polica. 

(\ ^mv» rn«*ft^ion Of whst>'ar Vinca ro«te** 

was in New YorK city on taoruar^ xoth? 

NS. MYERS: Sura. 

Q What waa tha quaation? 

MS. MYERS: Was Vinca Foster in New York City on 

February 10th? 

Q Where was this note found? 
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MS. MYERS: The note was found in the bottom of Vince's 

briefcase in his office as one of the Associate Counsel's was packing 
up some of his personal belongings to be turned over to the family. 

Q And was the briefcase in that office when Park 
Police originally went through the office in search of any possible 
evidence that could shed some light on the death? 

NS. MYERS: Yes, it was. And I don't think I should say 

a whole lot more about the circumstances since this is ongoing, but 
it was. It was torn into fairly small pieces of paper and at the 
bottom of the briefcase and Z think was not immediately apparent. 

Q Who put it together? 

MS. MYERS: The Counsel's Office. 

Q Can you just run through the chronology on the 
other note, the one with the list of the three psychiatrists? When 
was that found? 

MS. MYERS: I don't know. 

Q You still don't know? 

MS. MYERS: No, it was — I don't know what the Park 

Service is saying, if anything, about it. But it was not something 
that was discovered in his office and it's something that I don't 
know the specific details about — 

Q — that you waited a while before you told police - 


MS. MYERS: We didn't have it. We never — it was never 

here. 

Q Has anything else turned up? 

MS. MYERS: Not that I know of. 

Q Let me just ask one other question on that. When 
was the first time that officials here knew of the existence of that? 

MS. MYERS: What day was it? Today's Thursday. Tuesday 

night, late. 

Q Dee Dee, coming back to Ann's question, if you had 
the note for more than 24 hours before turning it over to the 
authorities, is that not obstructing justice when there was an 
Investigation going on? 

MS. MYERS: I don't believe so. We took the note and 

informed the family and then turned it over to the proper 
authorities. 

Q That's more than 24 hours, in an investigation 24 
hours can be critical. 

MS. MYERS: I don't think there's — there's no criminal 

implications here. 

Q Isn't that what the investigation is determining? 

Q That's why there's an investigation. 
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MS. MYERS: I think what we did was we informed the 

family about it, which we thought was appropriate, and then turned it 
over to the proper officials. 

Q Tuesday night, your first knowledge of which note? 

MS. MYERS: That was the time we were first informed 

about a note with, or a piece of paper with the names of three 
psychiatrists. 

Q Tuesday night late? 

MS. MYERS: Yes. 

Q It was on the air Tuesday. 

Q Who discovered that note? 

MS. MYERS: But ve didn't have any independent 

confirmation of that. All we had was NBC's report. 

Q To what extent is the White House deciding for 
itself what evidence is appropriate to submit to the investigating 
authority? If Vince Foster had worked for any other organization 
except the White House, his office might have been sealed and all the 
contents gone over by the investigating authorities. And now, when 
things are found, it's being discussed whether or not and under what 
circumstances to be submitted. 

MS. MYERS: No, Whether or not was never an issue, it 

was something that we thought had a bearing on the situation and we 
turned it over. There was never a discussion eUsout whether or not to 
turn it over. 


Q Dee Dee, would you object to a release of that note 
at the appropriate time, or would you tell the authorities that that 
shouldn't be released? 

MS. MYERS: No, I don't think we would object. I think 

in the context of the investigation we were told not to release it, 
but I think that if the investigating agencies thought that it was 
appropriate that — 

Q Is there any reason it couldn't be released now? 
That would end a lot of the questions you're going to get. 

MS. MYERS: Yes, I understand that, but, yes, the 

Justice Department advised us not to in the course of this 
investigation. Now, at some point they may say that it's okay, but 
at this point they're saying not to. And we think it's important. 

Q Can you clear up the differences between what you 
told us on I think it was your Tuesday briefing that the President 
was among the people that knew that Foster was, quote, "having a 
rouah time." and wh«i- ♦•he PreeMon^- said yesterday? 

MS. MYERS: I tried, and I guess, failed to put that 

comment in the context of the work, that the President knew the 
Counsel's Office had had its ups and downs, like a lot of departments 
around here, that that was not unusual. But he had no reason to 
think that Vince was personally despondent or distressed or deeply 
troubled. He was shocked when it happened, and shocked to find out 
subsequently that people thought that he was, in fact, distressed, 
which was what he said yesterday. At the time, he didn't have any 
reason to believe that it was anything other than sort of routine ups 
and downs. 


MORE 


# 101 - 07 / 2 ? 


1705 


Z000280 

" 11 - 


Q De« D 06 , will you take the question as to whether 
Webb Hiibbell told hln that Mr. Foster was in distress? 

NS. MYERS: 1 know that he did not. 

Q You know that he didn't? 

MS. MYERS: Z know that he did not. The President did 

not know when he called Vince — 

Q With Hubbell at his side, correct? 

MS. MYERS: Correct. I don't know if Hubbell was in the 

room, but he had talked to — 

Q Hubbell did not — can you clarify then whether it 
was Hubbell who urged him to invite Foster over? 

MS. MYERS: He didn't. Nobody urged him to. I mean, it 

was — Webb was there and they were going to watch a movie. 

Q These three men are old and close friends. The 
President — and Hubbell is an intimate of Mrs. Clinton and a friend 
of Mrs. Clinton and a friend of Foster. He was there with the 
President of the United States. He had just spent a weekend with 
him, he doesn't tell the President this. 

MS. MYERS: The "this" is what is, I think, perhaps in 

question. Z don't know what Webb thought coming out of that weekend 
with Vince. Z haven't had a chance to speak to him about it, and I 
don't think that anybody here — Z don't think Webb has said exactly 
what he thought. 

Q Are you disputing that Webb Hubbell — that part of 
the purpose of that weekend at the shore was to lift Foster's 
spirits? 


MS. MYERS: Z'm simply saying Z don't know and Z can't 
comment on it. Z don't know why they went. I think — 

Q Might you see fit, in light of the fact that all of 
this revolves around intimates of the President of the United States 
to ask? 


MS. MYERS: Z mean, Z can tell you that the President 

did not Jcnow — 

Q You can understand why anyone with the knowledge of 
the facts as they've been reported here and mostly there would 
wonder. 


MS. MYERS: Z think it is appropriate to talk alsout the 

context of what happened at the White House, and we've tried to do 
that. I don't think that Z'm in a position to know what Vince's 
friends and intimates outside of this environment thought or what was 
mind. 

Q Dee Dee, you just said they're officials of this 
administration . 

MS. MYERS: Z understand that, but Z just think that Z 

can tell you what the President thought when he called Vince and Z 
talked to him about that, and what the President — why he called him 
and sort of what his understanding of the situation was. Hindsight 
puts this in a completely different light. 
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Q We're not asking about hindsight, we're asking 
about what happened and when and who said what to whom beforehand. 

MS. MYERS; Right, and what I can tell you about that is 
that Webb and the President were together, the President called Vince 
to invite him to the movies — 

Q Just sort of out of the blue? 

MS. MYERS: Yes, well, Webb and Vince and the President 

were friends, and it would not be unusual for two of them to contact 
the third, particularly because Hillary was out of town, I think, and 
he was having some people over for the movies, and as he said, he got 
lonesome for Vince and he called him up. But the President did not 
have any reason to believe that Vince was deeply troubled or 
depressed. 


Q In light of that, and the difficulty you seem to be 
having in answering Brit's question, are there questions of liability 
here? Has Attorney Nussbaum, McLarty suggested at all, if there 
might be any questions of liability? We're trying to — 

MS. MYERS: I don't think so. 

Q It doesn't seem that there would be. 

MS. MYERS: No one has suggested it in any way. It's > 

Q At the same time, it stretches credibility to think 
thab Webb and the President together would not discuss the weekend. 

MS. MYERS: I think that the President and Vince 

discussed the weekend in some detail in their phone conversation. 

Hi, had a great time at the shore, how are you, it was fun, the sun 
was out. You know, they talked about the weekend. The President 
clearly knew that they had spent the weekend together. Once again, I 
don't know how to reconstruct events in a way that makes sense from 
the perspective of knowing what happened. But all I can tell you is 
what the President's recollections were at the time. 

Q Dee Dee, what's striking about this is that it 
seems utterly credible to anyone that the President and everyone 
around him, even though they cared deeply about this man, would not 
have recognized that he was suicidal. That makes great sense. It's 
very hard to know these things. What seems less — what's harder to 
believe is the idea that, under these circumstances, with Mr. Hubbell 
having just done what we believe him to have done, that the fact that 
the man was, as the President put it, in serious distress, would not 
have come to the President's attention. That's tough. 

MS. MYERS: I think what the President — again, all I 

can tell you is what the President knew at the time, that Counsel's 
Office was having its turn, as it were, and suffering some of the 
daily ups and downs of life in the White House. And I think the 
Pro«?ider»t was T.,»ein't aware that it wen^“ beyond 

that. And it ' s . diiticuxt to reconstruct from this vantage point. I 
wish there was more that I could say. 

Q This White House works seven days a week. Can you 
clarify whether or not you've checked with any of his staff to know 
if, in fact, the stories that he was not coming in on Saturdays and 
Sundays and so forth — does that match with what was — 

MS. MYERS: Does not match with what was reported today. 

I think a number of people here had meetings with him or were at a 
Fourth of July barbecue with him, for example, on weekends throughout 
the month. 
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Q Has he working routinely on weekends, just like 
everybody else? 

MS. MYERS: He had meetings in the White House, or was 

seen in the White House, I think every weekend day, was either at a 
party or in the White House with one exception. And I don't know 
what day it was, but — 

Q Well, that would have been the weekend before, 

wouldn't it? 

MS. MYERS: No, because we can account for his 

whereabouts every day, except one. This is for the month of July. 

So, in other words, he was in on both Saturday and Sunday for a 
meeting or in the middle of the day at some point was seen with 
somebody during that period. 

Q Was that routine pattern prior to July? 

MS. MYERS: He worked a lot of weekends. Z didn't check 

back beyond that. 

Q When this is all resolved, who will make the 
announcement? Will it be the Park Service, or will it be the White 
House, clearing through the Justice Department or with the family? I 
mean — 

MS. MYERS: I don't know. 

Q You don't know how it will be finally — 

MS. MYERS: Yes. I don't know how it will be finally 

sort of reconciled, whether or not they'll turn something over to us 
with the caveat that we can do what we want with it, or whether 
they'll release something. I think we'll have to wait and see. 

Q You've said a number of times that the President 
had no inkling when he called him on Monday night. What was said or 
done in that conversation that caused him to set up the meeting that 
was to be held on Wednesday that was never held? What made him — he 
certainly wasn't still lonesome for him. 

MS. MYERS: Right. No, they talked about a number of 

work-related issues, and I think Vince had some questions that he 
wanted to run by the President, some issues he wanted to discuss with 
him. 

Q Related to the kinds of things that were on this 
list that were — 

MS. MYERS: I don't want to speculate about that, but 

just issues generally regarding his work in the Counsel's Office, and 
the President said, why don't you come on in and see me on Wednesday, 
«■'* sift up a meeting. 

Q And Vince raised those issues with the President in 
that conversation? 

MS. MYERS: Yes, they talked about a number of work- 

related things, as well as Vince's weekend. 

Q Okay. Did the weekend contribute to the reason for 
the meeting on Wednesday as well — 

MS. MYERS: No, no. 
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Q Let me just take that a little further. Now, Lisa 
Foster and Donna McLarty had lunch on Tuesday, approximately the same 
time that Vince was leaving here to go off wherever he went that 
afternoon. And Hubbell and Vince met over the weekend. There were a 
couple of other prior discussions — people — there were any number 
of people talking around here. This Is, I guess, revisiting the old 
horse, but there's an awful lot going on here for the President to 
have been totally oblivious to It all at the time. If Donna knew, 
certainly Mack knew. But that was too late for a phone call, but 
wouldn't she tell him? That's funny? I'm sorry, I didn't mean to 
make a joke. 


MS. MYERS: No, I meant since you set the timing up at 
the beginning of the question — first of all, I don't )cnow what 
Donna and Lisa talked about on Tuesday, but it was Tuesday and I 
don't think she saw Mack again in time to tell him anything. 

Q Until he got the call Tuesday night? 

MS. MYERS: Yeah. 

Q But remember there was a great deal of questions 

about — 

MS. MYERS: Mack was here in the White House until — 

soon when we found out because of Larry King -- 

Q But there was a great deal of c[uestioning about 
whether — Nussbaum kept saying where he was, but nobody thought his 
absence was meaningful. And if the discussion that Lisa Foster had 
with Donna McLarty at lunch on Tuesday meant anything and if it got 
to anybody, certainly that would have — 

MS. MYERS: I just don't think she had — I mean, I 

don't know what went through her head. I certainly can't surmise, 
but again, It was Tuesday. And by the following day it was too late. 

Q Any other notes discovered or pieces of paper that 
could similarly reflect on the state of his mind? 

MS. MYERS: Not yet that I'm aware of. 

Q Have you asked If there are any other notes? I 
mean, — through the last five days, we've had a series of, "Not to 
my knowledge," and, "Not that I'm aware of," until you've become 
aware of. Have you asked if there's any other notes or — 

MS. MYERS: I don't think that's quite true. 

Q Well, okay, well, you were asked If he was on any 
medication. Gearan was asked, McLarty was asked. "Not to our 
knowledge." "Not that we're aware of." 

MS. MYERS: But that's — that, I mean — you have to 
understand, whv would Vnow? t — x mean, the White House — 

Q Because you may have asked these questions are 
logical questions because he was a public official. 

MS. MYERS: Question was asked on Friday, and I think a: 

the week and the weeks from here forth proceed, a lot of things are 
going to come to light that people weren't previously aware of. 

When I say — when I'm asked if he's taking any 
medication, and I say, "not that I'm aware of," that was our 
impression here at the White House at that point. We wouldn't 
necessarily be in a position to know. It's just not — I mean, 
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people who work with hin are not necessarily in a position to know 
what his personal circumstances are, whether or not he talks to his 
physician. 


Q I think the point is that the answers are sort of a 
pattern of the handling of a private death of a private individual; 
that is you're not aware of anything you don't ask about — and my 
question is, has the privacy of Vince Foster and his family made you 
and others who speak for this administration unwilling to ask 
questions such as, was he seeing a psychiatrist — of the family and 
of people who would know — was he seeing a psychiatrist, was he 
taking medicine, did he leave a note, was he depressed? 

MS. MYERS: The answer that I gave to that was I did ask 

a representative of the family and the family's choice was not to 
confirm or deny it. Now, that may change over the course of the next 
few days, but at this point that's all I can tell you. 

Q You asked the family what. Dee Dee? 

MS. MYERS: Whether he had been taking any medication. 

And I didn't confirm it. And they made some point and Z, you know — 

Q Do you feel obliged to go beyond that, to try to 
find out from anyone else, to find out from anyone else here in the 
White House to try to construct — 

MS . MYERS: Well, there's an investigation ongoing to 

try to put back together some of these details. I don't — and 
certainly we want to try to provide as much information as we can 
about this, particularly things that are relevant to his work. It's 
difficult because this isn't necessarily within our purview. We're 
not conducting an independent investigation. I think it is useful to 
know this. And to the degree that I can provide accurate information 
— and others I Icnow feel the same way — to the degree that we can 
provide accurate information, we're trying to do that. It's 
obviously a very difficult time for people both personally and as we 
try to cooperate with the scope of this investigation without having 
the authority or the mechanism to go beyond what is discovered in 
this process. It's a difficult situation. 

Q You just said that you asked at least a 
representative of the family about the drug question and that they 
told you — they had declined to confirm or deny it — 

MS. MYERS: Right. 

Q — to answer the question. But don't you think 
that when you answered that question by saying not to the best of my 
knowledge — 

MS . MYERS: That was last Friday. 

Q Okay, but you I ve been using those kind of answers 
*11 *inno. MV'prt vou aet those kind of answers, don't yon 
creaces an impression that the answer is no probably, or at least 
probably no and not — is it misleading? 

MS. MYERS: 1 think that it's a difficult situation. 

These are questions that I'm not in a position necessarily to take. 
And so I give you the best of my knowledge with the — that's why 
I've been very — tried to be very careful to characterize what it is 
we would be likely to know and what it is we might not know. 

Q — the point that some of us are trying to make is 
that we understand some of the concerns you're talking about that 
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these sort of answers instead of addressing those concerns actually 
drag this story out and nake it longer and actually hurt you all. 

MS. MYERS: I'm painfully aware of that. 

Q Do you think Bernie would be willing to brief us on 
what they know and what they are likely to know and what they will 
never know? 


MS. MYERS: I think that's unlikely at this point. 

Q Just to put this — for all of our sakes. 

MS. MYERS: But, see, the thing is Bemie — z don't 

know that Bemie 's in a position to know whether he was taking — i 
know Bernie doesn't know whether or not he was taking drugs. 

Q But you did say that nothing was — no medication 
was found In his office — 

MS. MYERS: Right. 

Q. — or in his personal effects. 

MS. MYERS: Well, I don't — 

Q You can only speak for the office? 

MS. MYERS: Right. 

Q So it could be that things were fotmd in the car or 
the briefcase that he had with him? 

MS. MYERS: I don't think he had a briefcase with him. 

Just his wallet and his White House I.D. 

Q Is the President going to make a broadcast this 

weekend? 

Q Did he have two briefcases in the office? 

MS. MYERS: I don't know. I only know of the one. 

Q Is the President going to make a television 

broadcast? 

MS. MYERS: I wouldn't rule it out. We've always said 

that's something we'd consider in the context of reconciliation. 

Q Would that mean after you have — 

MS . MYERS: The question was, is the President going to 

give an Oval Office address. And the answer was that I wouldn't rul« 
it out. It's something that we've talked about in the context of 
this reconciliation orocess. 

Q Has it been discussed with greater intensity in 
recent days and more likely? The question is Sunday — 

MS. MYERS: We haven't made a final decision about it 

yet. It has been — 

Q Would you characterize it as likely? 

MS. MYERS: I would characterize it as fairly likely 

sometime, but not necessarily Sunday. 
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Q Could it be Saturday? 

MS. MYERS: As soon as we know we'll let you guys know. 

We really will. 

Q If it would be this weekend and it's not Sunday — 

MS. MYERS: Well, no, I didn't say it was this weekend. 

I didn't say it was this weekend. 

Q Oh, you didn't? I'b sorry. 

Q Can you give us your best guidance at this point 
about the President's vacation and how it fits into the visit with 
the Pope and Tulsa and naybe California? 

MS. MYERS: For planning purposes only, it is not 

completely clear. (Laughter.) He will leave here — now, with that 
caveat I'll tell you what I can. The time in question, ballpark, 
August 12th to August 29th, that two-week period is still what we're 
considering. 

Q And some of that is not down time. 

NS. MYERS: Some of it is not down time. It's actually 

— isn't that a little more than two weeks? He's going to see the 
Pope on the 12th of August. He will go to Oklahoma City — or Tulsa 
for the Governor's Conference. He will probably spend some time in 
Colorado. It is unclear whether or not he'll go to California, and 
he may spend some time in Arkansas. And as soon as we have better 
details than that — 

Q — on the 12th, is it to Arkansas? 

MS. MYERS: The 12th would be to Denver. That's the 

Pope. 

Q And from Denver — can you just give us any kind of 

order? 

MS. MYERS: It's not reliable yet. 

Q Is it definite yet which day he's going to speak to 
the Governor's Conference? Because it was originally going to be 
Monday, but there %ras some talk about having it on the weekend 
instead. Is that fixed? 

MS. MYERS: It's not fixed. It's not definite. 

Q Did the President meet with the French Defense 
Minister this afternoon? Or did Anthony Lake? 

MS. MYERS: I don't know. I'll take that question. 

n Wb^t about tomorrow? 

Q Walt a second. Is he meeting with him? 

MS. MYERS: What's on the plan? 

Q Tony Lake? 

MS. MYERS: Tony is — tomorrow? Today. 

Q It has happened, hasn't it? It's over, right, or 
is the guy still in there? 

MS. MYERS: An announcement. Tony Lake met with the 

French Foreign Defense Minister, as opposed to Mr. Jupe. 

Q Everybody wouidlOKBce to know why. 
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MS. MYERS; Do you want to come up here and just give a 
little readout on that? Are you prepared to do that? 

MR. STEINBERG: I'm not prepared to do that yet. 

MS. MYERS: Okay. We'll post a readout. 

MR. STEINBERG: The meeting may, in fact, still be 

taking place. 

MS. MYERS: We'll post a readout on Mr. Lake's meeting 

with Mr. Leotard. 

Q Any subject other than Bosnia on the agenda? 

MR. STEINBERG: It was just a general discussion that 

was scheduled for a long time. 

Q No. (Laughter.) 

Q Tomorrow? 

MS. MYERS: Tomorrow. Do you guys have the schedule for 

tomorrow? We have a seniors' event, right, somewhere in Maryland? 
I'll have to get back to you. I don't have the details. 

Q In the morning? 

MS. MYERS; No ~ we don't have — we have a schedule, I 
just don't have it in front me. 

Q Dee Dee, on the budget, is Senator Feinstein trying 
to barter a vote on the budget with the White House for some big 
bucks favors for some powerful interests in California? 

Q A simple yes will be fine. (Laughter.) 

MS. MYERS: No, I think Senator Feinstein is interested 

in getting a good economic growth package that will benefit 
Californians. 


Q Are you denying that there's been any horse-trading 

with her? 

MS. MYERS: As you know or may not know, she met with 

the President on Sunday. They discussed a number of elements in the 
economic plan. I think that's part of the process. 

Q But you're saying you're not aware of any 
extraneous things, concessions, that she was demanding and may have 
gotten? 


MS. MYERS; I certainly wouldn't discuss that from this 

podium. 

Q What are the weexexiu pxanor 

MS. MYERS: There was no — last I checked they were 

both — Saturday and Sunday were down days. Now, we may put 
something on Saturday and we'll let you know tomorrow. 

Q Is there anything new on Bosnia? 

Q — referring this morning to some back-up plans if 

for instance, the enforcement mechanisms are considered extraneous 
and they have — the Byrd rule. The deficit trust fund is another 
one of these issues. Empowerment zones is another issue. Would he 
treat those through an executive order, for instance, if the Byrd 
rule is invoked on those issues? 
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MS. MYERS: I don't think we have final decisions on 

that yet. 

Q is it possible? 

MS. MYERS: I'll have to get back to you on it. I don't 

want to characterize it. 

Q No change in Bosnia? 

MS. MYERS: 

END 4:01 P.M. EDT 
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THE PRESIDENT: I don't want them to miss the vote. 

(Laughter.) This is what is )cnown is an excused absence for the 
Congress. (Laughter.) I want to say a warm welcome and a word of 
thanks to the Rlsners, the Dorseys and the Dikemans — all of them 
for coming here. They're not used to being public speakers, but .1 
think they did a fine job, don't you? (Applause.) 

I'd also like to say a special word to Mr. Dorsey. When 
I was a boy, I cut lawns for a living, too, and nobody ever gave me 
more than I charged. (Laughter.) You're either a better salesman, a 
better grass-cutter, or you had better customers. (Laughter.) 

I am so glad to have these families here today because 
they emphasize that a pivotal part of this economic plan is 
increasing the earned income tax credit which, more than anything 
else we could do, will reward work and family and responsibility and 
make a major down payment on welfare reform. 

You heard Robin make that point. There are so many 
Americans in this country who want to work, who want to be 
Independent, who want to support themselves, and who find themselves 
in a position of not being able to make ends meet, not being able to 
cover basic costs. The earned income tax credit can help them do 
that. It is a terribly important part of this overall plan, which 
not only reduces the deficit by $500 billion, but also does it in a 
fair way. Half of the reduction comes from budget cuts, of the rest 
— four-fifths of the rest comes from taxes on the upper income 
people in this country, the upper six percent, one-fifth from taxes 
on families with incomes above $30,000 and below for couples 
$180,000. 


But the most important thing of all to reward work is 
that this will be the first time in the history of our country when 
we'll be able to say that if you work 40 hours a week and you have 
children in your home, you will be lifted out of poverty. It is an 
elemental, powerful and profound principle. It is not liberal or 
conservative. It^ should belong to no party. It ought to become part 
It's not about more governmental or 
workers, or more services. It's about more groceries and a car, more 
school clothes for the kids and more encouragement and hope to keep 
doing the right thing. These families have made it clearer than I 
ever could. 


One of the things that I want to emphasize is that if we 
ever want to really restore the health of the American economy, it 
won't be enough just to bring down the budget deficit or just to have 
good economic policies. You have to find a way to tell people that 
if they work hard and play by the rules they'll be able to make it, 
they will be rewarded. The incentive system in America has worked 
against that for too long. 
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You know, it's amazing to me how many American families 
still live in poverty. About 18 percent of the work force, nearly 
one in five families, have a worker and still do not reach the 
federal poverty line. There are 36 million, approximately, low 
income Americans; about 20 million of them live in a family that 
works — with someone working at least part of the year; six million 
live in families where someone works all year round, full-time, and 
the family is still in poverty. And as I said, where there is a 
family of four, about one in five, or 18 percent, have insufficient 
incomes to lift them above the federal poverty line. 

So in spite of all the pro-family rhetoric of our 
national government for years, our policies haven't worked. In fact, 
they've been going in the wrong direction. We need every American 
who can to work if we're going to compete and win in the global 
economy. And more than ever, we need strong families. This is, as 
you can see, not just a pro-work policy, it is a pro-family policy. 

We shouldn't make it harder to work and support a family. We ought 
to make it easier, and the people who do it should be lifted up as 
examples of the American ideal, not punished because they're trying 
to do the right thing. That's what the EITC does. 

We ought to have two principles that operate in this 
country: People who can work should work; but if they do work, their 

families at home shouldn't be poor. 

Today I also want to announce that the IRS will begin an 
aggressive outreach campaign to reach all Americans who are entitled 
to the credit. This will make it easier for them to receive benefits 
they have earned by working. It will also help us to educate them 
about the advantage of getting an advanced EITC, rather than having 
to wait an entire year. 

All these folks figured out how to work the system. But 
there are a lot of people out there, just like them, who haven't and 
who deserve the same incentive for work and for family. 

We know that this program works. We know it's a 
lifeline for semi-skilled workers who are working to improve their 
education and training. We want Robin to get home in time for the 
test, and we want her to make a good grade. And we want that, also, 
to be a symbol for all the people in this country who are struggling 
to do the same thing. 

We know that the vast majority of all those who benefit 
from the EITC work very long hours for a very modest compensation in 
jobs that very often have inadequate benefits, either for themselves 
or for their children. These are just three of the millions of 
stories we might have heard today from a part of America we almost 
never see on the evening news. 

Every time you see a crime story reported in a tough 
neighborhood, remember that most people in that neighborhood, no 
matter how tough it is, work for a living, do their best to raise 
children, never break the law and are •r.mrfrti < ...rr — ■ir.rr 

against odds that are enormous to make it and to make the American 
Dream real for themselves and their children. 

It is time we acted to support those people. In some 
ways, they may be the most heroic of all Americans today. If we 
really want to rebuild family life in America, if we want to 
recognize the realities that nearly everybody has to work to make 
ends meet, and more and more families have to have both parents 
working if they're in the home, even if they have four children and 
two of them are as young as those two youngest boys, we have got to 
say to those people: We are on your side. Your country is for you. 

You have done what all of the speech-makers talk about, and it's time 
the people who make the speeches had policies that reward you for 
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doing what people have been pleading for Americans to do for years 
and years now. 

That's why X think this is a critical part of this 
economic package. Make no mistake about it: If the people who favor 

the "no-new-anything approach," as The Wall Street Journal 
characterized the opponents of our plan, prevail, Americans will lose 
the pro-work, pro-family, pro-responsibility element of the earned 
income tax credits, the largest single expansion in an effort to help 
the working poor in over two decades. 

We can't let this happen. This is just one more reason 
why we have got to act, and act now on this economic plan. This is 
not about numbers and digits and accountants' gimmicks; it's not 
about arguments about who perceives or feels what about this economic 
plan. This is about how the low interest rates, deficit reduction, 
the business incentives and, most important today, the earned income 
tax credit will affect the real lives of real people and help them to 
live and succeed in the way that we always speak as if we want them 
to be able to live and succeed. This is the real world. You met it 
today. X hope the Congress will make it possible in the next few 
days to have more families like this with more success stories. 

Thank you very much. (Applause.) 

We can take a couple of questions. 

Q Mr. President, what do you think is the chance of 
your budget getting through? 

THE PRESIDENT: Good. 

Q We understand it's in deep trouble in the Senate. 

THE PRESIDENT: X think it's good. You have to listen 

not only to what's being said, but how it's being said. I think that 
— you know, as more information gets out, it's just like I've always 
said — rhetoric was our enemy and reality is our friend. There's a 
story in the Wall Street Journal today that once again Americans are 
hearing the facts instead of the rhetoric and the bad-mouthing and 
the negativism of our opponents and people are saying, let's give the 
President's plan a chance, and more likely to support members of 
Congress who support it than they are members who oppose it. They're 
beginning to learn again that over 70 percent of the taxes now fall 
on feunilies with incomes above $200,000, the top 1.2 percent of the 
population; and that this attack that the Republicans have used to 
try to convince ordinary Americans that they're being soaked, that 
there's no deficit reduction, is all a bunch of hooey. And X think 
we've got to get this out. So I'm feeling much better about it. 

Q Nr. President, that same survey shows that despite 
all the time you've spent on the economy, more people give you high 
marks for foreign policy than for handling the economy. Wliy do you 
think that's the case? 

twf ou^'CTnFMTt Because they're still wor^iAd about 
their economic circumstances. And because they want results. And 
because the Congress hasn't passed the plan yet. We need to begin to 
do things. But if we pass the economic plan, if we move on the 
health care to welfare reform, deal with the crime bill, deal with 
the — if the Senate will not filibuster the national service bill 
and open the doors of college education to all Americans, and give 
people a chance to — (applause) — serve their country, then people 
will believe that Washington will do better. Also, the ratings of 
the Congress will go up. 

People want things — (laughter) — people want things 
done. This is not — they didn't hire us to come up here and give 
speeches. We've tried the speechifying for a good long while; it 
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didn't work very well. They want things to be done. X think the 
American people are very patient in terms of knowing we've been 
getting into economic trouble for 20 years and we followed a certain 
economic policy that Z want to change for 12, and it's not going to 
turn around in six months or a year, that we've got a lot of effort 
to make. But they want to know that we're at least moving, that 
we're moving f^om talk to action. 

And that's why I wanted these families to come here 
today, to point out that this really will affect people's lives. 

There was another article I saw in one of the papers this morning 
interviewing very small businesspeople who had been told on the talk 
shows and from other sources that they were about to get wanged by 
this plan, and all of a sudden now they've realized they're going to 
get their expensing provision doubled and over 9C percent of the 
small businesses in this country will have an c. ortunity to lower 
their tax burden if, but only if, they invest. o I think that 
reality is creeping back in, and that's a healthy thing always. 

Q Nr. President, the Pentagon says that U.S. naval 
aircraft have again bombed Iraqi missile sites. Could you update us 
and tell us what exactly is going on? 

THE PRESIDENT: There is nothing out of the ordinary 

about what happened. It was not part of any new initiative. It was 
part of the old understandings under which our planes operate in that 
area and circumstances under which they respond. 

Q Mr. President, another controversial aspect of your 
plan deals with entitlements. A few days ago. Congressman Tim Penny 
said that you're considering issuing an executive order to curb 
entitlements. My understanding is it would be modeled after the 
Stenholm entitlement budget provision in the House. Can you comment. 

THE PRESIDENT: The Stenholm provision basically imposes 

discipline on our budget. It says that if we miss the deficit 
reduction target in any given year in any given category, whatever 
the category is, whether it's general expenditures, revenues or 
entitlements, that the President will have to come back in with a 
plan to meet the deficit reduction target, and the Congress must vote 
on it. They don't have to vote specifically for that, but they must 
vote for something. They have to vote on it. 

In the rather arcane rules of the Senate, there is some 
question about whether that provision can go on this budget bill 
without triggering a filibuster and, therefore, requiring 60 percent 
to approve that provision. 

Now, I believe every Republican senator is for the 
Stenholm amendment, in his or her heart. I believe that, because it 
is what they always say they want: spending discipline. And yet 

they are threatening to filibuster it. Why? Because it makes our 
bill stronger, because it's a real deficit reduction, because it 
undermines the ability to give speeches instead of doing something. 

And so it they don't let me b\:ennoim provi.ciiun go on 
the budget, then I will do my best to, by executive order or through 
a separate bill or through some other measure, to get as much of that 
discipline as I can. I think we should every year — nobody, nobody 
running a business can foresee what's going to happen for five years. 

The networks represented here can't do a five-year 
budget and estimate with absolute exactitude what their revenues are 
going to be and who will watch what and all that sort of stuff. And 
you ought to make corrections every year, and this is the first time 
the government's every committed itself to that. I like it. 


Q Mr. President, are you considering the use of war 
planes over Bosnia? Not just to protect U.N. peacekeeping forces. 
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but also to keep the supply lines going and perhaps to stop some of 
the shelling in Sarajevo? 

THE PRESIDENT: The best way for me to answer that today 

is to say that nothing has changed since I was asked that question 
and others yesterday. We're still waiting to hear from the U.N.^ 

When we do, when we make a decision, then I will respond. 

(Applause.) 

END 12:17 P.M. EDT 
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THE WHITE HOUSE 

WASH I NOTON 

July 2?. 1994 


The Honorable Donald W. Riegle, Jr. 

The Honorable Alfonse M. D'Amato 
U.S. Senate Committee on Banking, 

Housing axxl Urban Affairs 
Washington. D.C. 20510-6075 

Dear Chairman Riegle and Senator D’Amato: 

. Enclosed is a memorandum from Harold Ickes to Mrs. Clinton dated March 1, 1994 
and attachments to that memorandum. This document was produced in redacted form to the 
Committee in response to your request for documents that relate to "communications between 
officials of the White House and the Department of the Treasury or the RTC relating to the 
Whitewater Development Corporation and the Madison Guaranty Savings and Loan 
Association. " You have asked and we have agreed to go beyond the Committee's earlier 
request with respect to this document and p:rovide you with a complete copy of the 
memorandum, including those ponions previously redacted. 


Sincerely, 

Lloyd hr Cutler 

Special Counsel to the President 
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MORANDOM. 

TO: 

The First Lady 

eOMFIPgKTIAi 

FROM: 

Harold Ickes 


DATE: 

1 March 1994 


RE: 

Resolution Trust 

Corporation 


Attached is a copy of W. Neil. Eggleston' s 28 February 1994 
memorandum to me regarding certain issues involving the RTC and 
the Rose Law Firm ("Rose"). Attached to that memo are copies of 
the FDIC report, dated 17 February 1994, concerning possible 
conflicts of interest regarding Rose's representation of the FDIC 
against Madison Guaranty, and the RTC's 8 February 1994 report 
concerning the same subject. 

It is my understanding that shortly after Roger Altman met 
with Befnie Nussbaum, me and others concerning the RTC stati^e of 
limitations, he received an opinion from aui ethics officer of the 
Treasury Department that he, as the acting head of RTC, did 'not 
have to recuse himself from matters involving Rose/Madison 
Guaranty. I will confirm this situation. 

Please let me know if you want to discuss the attached. 
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THE WHITE HOUSE 

WASH I NGTON 


(revised) 


February 28 , 1994 


MEMORANDUM FOR HAROLD ICKES 

DEPUTY CHIEF OF STAFF 

FROM: W. NEIL EGGLESTON 

ASSOCIATE COUNSEL TO THE PRESIDENT 

RE: WHITEWATER— FDIC AND RTC ROSE LAW FIRM ISSUES 


The recent release of the FDIC and RTC reports 
addressing the possible conflict of interest of the Rose lav firm 
in its representation of Madison Guaranty raises a number of 
issues. 

What did the FDZC end RTC oonolude, and why does it 

seem that their oonolusions are inconsistent? 

1. The FPIC PepQrt* 

The FDIC report was released on or about February 17, 
1994. It was drafted by the Legal Division of the FDIC, and 
presented to FDIC Acting Chairman Hove, a Republican. 

Frost & Co. was Madison Guaranty's accounting firm in 
1984 and 1985. In that capacity, it prepared certained audited 
financial reports for Madison. The Rose firm used the 1985 
audited financial statement in connection with its representation 
of Madison Guaranty before the Arkansas Securities Commission. 

Madison Guaranty sued Frost & Co. in 1988 for the 
negligent preparation of financial statements. At the time, 
Madison was represented by the Gerrish firm. McDougal had been 
forced out of the management of Madison in the summer of 1986. 
When the FDIC took over Madison Guaranty in February 1989, it 
determined that the Gerrish firm had a conflict. In March 1989, 
the FDIC therefore replaced the Gerrish firm with the Rose law 
firm. 


The FDIC report reviewed the time period in which the 
FDIC was responsible for the conservatorship of Madison Guaranty, 
from February 28, 1989 to August 9, 1989 (when the RTC was 
created and took over the conservatorship of failed savings and 
loans) . The FDIC was thus the entity that retained the Rose law 
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firm. to pursuo tho Frost & Co. litigation. The FDic report 
reviewed relevant FDIC and RTC documents and interviewed 
participants, -including FDIC and RTC employees and Rose law firm 
lawyers. 


On the factual issue of whether the Rose law firm had 
disclosed to the FDIC its prior representation of Madison 
Guaranty, the FDIC concluded that the record was unclear. The 
report nevertheless concluded that no conflict existed between 
the Rose law firm's prior representation of Madison Guaranty and 
its representation of the FDIC in the Frost & Co. litigation. 

The report concluded that the firm's representation in 1985 was 
not "directly adverse" to the representation in 1989. 

The FDIC based its conclusion on two pounds. First, 
it stated that there was no evidence that the firm had any 
involvement in the creation of the Frost & Co. audit report that 
became the subject of the 1989 litigation. Second, it stated "we 
have found no evidence that the Firm had a close relationship 
with the S&L which might call into question its independence." 
This was one of the sentences that Senator D' Amato attacked so 
bitterly at the Senate Banking Committee hearing. 

On the issue of whether Mr. Hubbell had disclosed his 
relationship with his father-in-law, Seth Ward, who was then in 
litigation with Madison Guaranty, the FDIC stated .that it was 
uncertain whether Mr. Hubbell had disclosed the relationship 
before the FDIC retained the Rose law firm. Nevertheless, the 
relationship was plainly known to the FDIC within three months of 
retention. Mr. Hubbell agreed to the creation of an internal 
firm "firewall" to guard against him receiving information that 
might be of use to his father-in-law. At the hearing. Senator 
Faircloth ridiculed what he called an "Arkansas firewall" through 
which he claimed light and heat could easily penetrate. 

At the hearing. Chairman Hove testified that in 1989, 
FDIC standards required an actual conflict before the agency 
would bar a retention. Today, the FDIC's standards are much 
tougher and would bar a retention on the showing of an 
"appearance of a conflict of interest." Chairman Hove testified 
that under today's standards, the Rose law firm facts would 
present an appearance of a conflict. 

Chairman Hove agreed to have the FDIC Inspector General 
("16") look into the conflict issue. It was some%ihat unclear at 
the hearing whether the 16 would look only at the process by 
which the FDIC arrived at its decision or would review the 
substantive issue. It was also unclear whether the 16 would 
apply the actual conflict standard or the appearance of a 
conflict standard in its review. We should assxime, however, that 
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the IG will adopt the broadest possible interpretation of its 
mandate . 

2* The RTC Report. 

The RTC report was released on February 25, 1994 by 
Senator D' Amato. 

The RTC report differs in two major respects from the 
FDIC report. First, the RTC did not interview any Rose law firm 
attorneys. The RTC reviewed RTC records and interviewed RTC 
employees only. Second, the report is factual only. The report 
reached no conclusion on whether the Rose lav firm had a 
conflict. As the report describes it scope, "This investigation 
focused only on whether or not Rose disclosed its previous 
representation of Madison to the FDIC and RTC.** 

The RTC concluded that Rose did not disclose either its 
prior representation of Madison Guaranty or Mr. Hubbell's 
relationship with Mr. Ward.^ The report acknowledges, however, 
that within a few months of the retention, the supervisory FDIC 
attorney, Ms. Breslav, was made aware of Mr. Hubbell's 
relationship with Mr. Ward. Ms. Breslaw determined that no 
conflict existed. 

The RTC did not hire the Rose law firm; rather, the 
retention by the FDIC took place before the RTC was even in 
existence. Further, the RTC acknowledges in its report that it 
had no outside conflicts committee, nor regulations, guidance or 
policy on conflicts until after 1989. 

The conclusion of the RTC report is that the matter was 
referred to the Office of the General Counsel (Ellen Kulka) for 
any action that it deems appropriate.* 


^ An ultimate finding that Rose had not disclosed either the 
prior representation of Madison Guaranty or the Ward relationship 
would be a finding that Mr. Hubbell was not truthful in his 
recollection. Mr. Hubbell told the FDIC when it was preparing its 
report that he advised FDIC attorneys about the prior Rose 
representation of Madison Guaranty and believes that he also 
advised the government attorneys about his relationship with Mr. 
Ward. Mr. Hubbell was not interviewed by the RTC attorneys during 
the preparation of their report. 

* As noted above, the RTC report only addressed the factual 
issues of representation and disclosure. The report did not 
attempt to apply the facts to any applicable conflicts rules or 
regulations. It is not clear what the RTC General Counsel, Ms. 
Kulka, will do with the report. The RTC has an Outside Counsels' 

(continued. . . ) 
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At th« hearing. Hr. Altaan agreed to refer the RTC 
report to the RTC 16 for review. 

Wbat aaaotioa oould be iaposed if the fDXC/RTC fiade 
that the Rose law firs had a ooaf liet of interest or an 
appearanoe of a ooaf liet ia handling the Frost i Co* 
litigation in issf and failed to disolose that 
eohfliot? 

As noted above, it is not clear whether the FDIC or the 
RTC will review this matter under an actual conflict standard or 
an appearance of a conflict standard* It would seem that to 
impose any sanction, the 16 would have to decide that the Rose 
firm violated a duty that was in existence at the time, not a 
duty that later became more strict. 

The most severe sanction that would likely flow from a 
finding that the Rose law firm had a duty to disclose its prior 
representation of Madison 6uaranty and its relationship with Mr;. 
Hard and that it breached that duty would be that the Rose law 
firm would be permanently barred from any further work for the 
RTC or the FDIC (and possibly other banking regulators) . Lesser 
sanctions imposed by the regulatory agencies might also be 
possible, such as a temporary bar. 

Under the facts as we now understand them, it would 
seem quite unlikely that the RTC could bring a civil action 
against the Rose firm or any of its attorneys for failure to 
disclose the conflict. To prevail, the RTC would have to show 
fraud or intentional misconduct that caused substantial loss to 
the institution or unjust enrichment to the Rose firm. The RTC 
could only really show fraud or intentional misconduct if it 
could demonstrate that the Rose law firm "threw" the Frost & Co. 
litigation because of its prior representation of Madison 
Cuaranty. 


Criminal liability for the Rose firm would seem even 
more remote. To prevail, the Special Counsel would have to show 
that Rose acted with intent to defraud the savings and loan or 
wilfully made false statements to the FDIC/RTC through its 
failiire to disclose the conflict. 

VbRt civil matters is the RTC investigating, who can it 
mam, and why didn't we hear anything about a civil 
investigation until late lff37 



^(...continued) 

Conflicts Committee to which she could refer the report. She could 
presumedly also refer the report with a recommendation to the RTC 
Acting CEO Jack Ryan for action. 
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The RTC Is investigating whether it has a civil tort 
action against anyone who caused a loss to Madison Guaranty. 

This would include insiders such as James and Susan McDougal and 
members of the Board of Madison. It also includes professionals 
who provided service to Madison Guaranty, such as the Rose law 
firm, other law firms, and accounting firms. The Frost & Co. 
suit is an example of a suit against a professional service 
provider that caused loss to Madison Guaranty through a negligent 
audit. The RTC could also sue outsiders, including the President 
and Mrs. Clinton, if the RTC found that the outsiders worked with 
insiders illegally to divert assets of the savings and loan. For 
example, if the RTC believed that the Clinton campaign knowingly 
received diverted Madison assets at the April 1985 fundraiser or 
that the Clintons knowingly received other diverted Madison 
Guaranty assets through Whitewater, it could bring suit. The RTC 
commonly sues the recipient of a loan where it has information 
that the borrower knew that the loan was improper. 

Under the legislation creating the RTC in 1989, the RTC 
as conservator of a failed savings and loan had to bring a tort 
claim within three years of the time the RTC (or FDIC as 
predecessor) took over the institution. The FDIC took over 
Madison Guaranty on February 28, 1989. Thus, all torts had to be 
brought by February 28, 1992. That day passed during the 
campaign.' 


The Resolution Trust Corporation Completion Act, signed 
by. the President on December 17, 1993, revived the possibility of 
a civil action. Under that legislation, a narrow class of torts- 
-those that were fraudulent or involved intentional misconduct 
and that either caused substantial loss to the institution or 
unjust enrichment to the defendant — were revived. The statute 
extended the limitations period such that this category of tort 
could be brought within five years of the time the RTC took over 
the institution.^ Moreover, the statute specifically provided 
that the five year period would apply even if the three year 
limitations period had already run.^ 


^ I am unaware of any civil suits brought by the RTC prior to 
February 28, 1992, but I would not be surprised if it had sued 
McDougal and other insiders. McDougal was indicted in 1989 for 
bank fraud involving Madison Guaranty, and was acquitted in 1990. 
It would bs fairly common for the RTC to pursue a civil action even 
after an acquittal. 

* Torts based on negligence are still covered by the three year 
statute of limitations. 

^The statute of limitations for crimes involving financial 
institutions is 10 years from the date the illegal conduct 
occurred, regardless of when the RTC took over the institution. 
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As a result, the RTC would not have been looking into a 
possible civil suit involving Madison Guaranty after February 

1992 and-before the passage of the statute last fall, in late 

1993 and early 1994, Senator D' Amato and Rep. Leach recognized 
that the legislation had revived the possibility of an RTC 
lawsuit in the Madison matter. Both took to the floor of their 
respective chambers, aggressively \irging the RTC to commence an 
action before the statute expired. In early 1994, the RTC — then 
faced with a statute of limitations that would run by the end of 
February— hired the San Francisco-based law firm of Pillsbury, 
Madison and Sutro to assist it in determining whether to bring 
any civil actions arising out of Madison.* 

In February 1994, the statute of limitations was 
extended once again, through the life of the RTC, which is 
expected to expire on December 31, 1995. 

Mow that Mr. Altman as Aeting CBO of the RTC has 
reoused himself from further involvement in Madison 
Guaranty matters, who at the RTC will be the deeision- 
maker on whether to bring a civil action arising out of 
the failure of Madison Guaranty? 

Following his testimony before the senate Banking 
committee on Thursday, Mr. Altman recused himself as Acting CEO 
of the RTC from any further involvement in Madison 
Guaranty/Whitewater matters. 


* The partner at Pillsbury assigned to this mattsr is Jay 
staphans, a Republican who was a member of the Reagan and Bush 
administrations. From 1981 to April 1986, Mr. Stephens was a 
political appointee at the Justice Department.' By 1986, he had 
become Associate Deputy Attorney General. From April 1986 through 
March 1988, he was Deputy Counsel to the President. In that 
capacity, he had a role in the Iran/ Contra Affair. After published 
reports that Oliver North had shredded documents, Mr. Stephens 
called Fawn Hall. When she denied (falsely) that emy improper 
shredding had taken place, Mr. Stephens accepted her denial, and 
the White Bouse issued a statement denying the shredding. 

In March 1988, President Reagan appointed Mr. Stephens to 
be U.S. Attorney for the District of Columbia. When President 
Clinton sought the removal of all U.S. Attorneys in April 1993, Mr. 
Stephens called a press conference at which he suggested that the 
President was acting to frustrate the investigation of Rep. 
Rostenkowski . At the time. Senator Dole called for hearings into 
what he termed the "March massacre." Until January 1994, Mr. 
Stephens had been considering running for the Senate. 
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Thtt top official at tha RTC who will ba making thasa 
dacisions on Madison Guaranty is Jack Ryan. Mr. Ryan was 
formarly_with_tha Offica of Thrift Suparvision. Ha is a caraar 
official. His principal advisor will ba Elian Kulka, now Ganaral 
Counsal of tha RTC, who also cama from OTS. Ms. Kulka is also a 
caraar official. 

Wa intand to nominata a parson for tha position of CEO 
of the RTC within tha next few weeks. He can anticipate that any 
parson tha Prasidant nominates will ba pressured to recuse from 
any Madison-related matters. If the person refuses to recuse and 
is confirmed, then that person will become tha decision maker. 

If that parson is forced to recuse to achieve confirmation, than 
Jack Ryan would remain tha decision-maker on Madison matters at 
tha RTC. 


H.N.E. 
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PDIC 


r t dnnri rTr t>»- 

WMftAsiMiOcaoAtf 


Gmral Counsai 


February 17 , 1994 


MEHOluaiOUK TOt 

ntcM: 


SUfiJfCTs 


As you rsqussted, ws hav« rsvisiwd th« FOZC's 1999 cstem^ion of 
tlio Rooo Lav Firm vlth ro s poct to liatfisoii Coaraoty fia^dags and 
Loan. Attaehad is a rspoft on our rovlav aii4 findings* As you 
can soo fron tho report, we found no basis to ooneludo that the 
retention involved a conflict of interest by the lav fix». 
Accordingly, ve are not recoumiding any sanctions against the 
fim* 

Attaelnent 


Chaiman Hove 

Douglas K. Jones 
Acting General Ceunsehi^ 

Ksport fln,tta-Rittptivn..rt tht„Baae idv Fira 
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Fcbnuxy 17, IS9A 


fiSOJOi DZVZaXQH ftBFOftf OV TEI BBTSHTZOH OF TKB RO01 XM FZJQI 

fOF TB moziOF mmm bxtieqb m wmm covaBsviTOMnF 

Tho purpofitt of thi9 r«Mrt la to raviav tho facts and 
clrcuaatancas auzxoundlng the retention of the hose Lav Firs (the 
"Firs**) for the representation of the conservetorship of Kadison 
Guaranty savings i Loan (the «Con8ecvatorship** and the "SSL", 
respectively) in litigation against the Frost (Co. ("Frost") 
aeeountiiig firs. Zt explores (1) vnether the Firm's prior 
representation of the S(L before the Arkansas securities 
CoBsissioner constituted a conflict of interest; (2) whether the 
litigation against the Conservatorship hy the father-in-lav of 
the Firs partner in charge of the rr^t litigation was a conflict 
of interest; and (3) whether any action against the Firs is 
warranted. 

Assertions have been made that the Firs had confliete of interest 
that should have prohibited it from representing the 
Conservatorship and tha FOZC in the Froet litigation. We have 
reviewed the time period in which the FDZC was responsible for 
managing the Conservatorship (from February 28 « less through 
August 9, 1989, whan tha Resolution Trust Corporation was 
established) to determine the facts related to the Fin's 
retention. As e part of our review, ve looked at all relevant 
internal FDIC and RFC materials from that tins, reviewed relevant 
materials idantified by tha Firsi and interviewed eaoh of the 
participants and othars who vera involved with the 
Conservatorship. 

As detailed below, based on the information available to us, ve 
have found no basis to conclude that under the then applicable 
rules either eituetion involved a conflict of intereet. 
Accordingly^ ve recommend no sanctions against the Firm. 

lackground 

On February 7, 1989, the FDIC entered into an agreement with the 
Federal Savings and Loan Insurance Corporation ("rsXiZC") to act 
as agent for the FSUC in any receivership or conservatorship 
appointed for an insured savlnge aesocietien after January 1, 
1989. On February 28, 1989, FSLic was appointed conservator for 
the Kadison Guaranty Savisiga ( Loan. Pursuant to the agreement 
with the F8LZC, the FDZC vae appointed the managing agent for the 
Conservatorship. In that role, the FDIC was required to marshal 
the institution's assets and pursue all claims by and defend 
those against the S(L. Among the litigation existing at the 5&L 
et that time was e suit against the institution's former auditor. 
Frost ( Oo. As managing agent, it was the rolC's responsibility 
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to dctmint vhothor that mult had any valua and, if ao# to 
contlnufl tho pursuit of the action. The FDZC'o forsal rela ended 
on August 9, 1999, with tho creation of the me, vnoae fnnetion 
vss to serve as receiver or conservator for any saXi closed after 
January l, 1989.^ 

The fim^s Prior Representation 

Zb 1985, the Pin represented the saL before the Adeansas 
Seeuritiee Coanlssioner on tvo natterss a plan to issue a $3 
Billion private placeaent of preferred stech in the eaxif on vhich 
the CosBiseioncr vas asked to ieeue an opinions and an 
application by which the S4L, assuBing it raised the capital, 
sought to set up a service corporation that would beeoBS a 
vhcllyovned broker dealer of aacuritles. The opinion was issued 
on Hsy 14, 1999 and the cosaissioner approved the service 
corporation on Septesber 20, 1995, elthough placing a condition 
on the approval that the S4L nust raise the capital by December 
31, 19B5. The capital vas naver raised and the plan vas not 
tnplaaented. There irere no coBBunioatione betvaen the 
COBBlsaicner's steff and tha Pira after 1995 with respeot to the 
seeuritiee placeaent or the plan. 

Part of tha submission in support of these two epplicatione vas 
an audit of the financial’ etataaants of the SiZi perforaed by 
Preat for calender year 1994. Certain adjustaenta to theea 
financial stateaenta were questioned by the Conaiseioner'e 
office. The records of tbe Coaaissioner's office show that the 
affect of those adjustaents vaa explainad in lettara froa Frost 
and John Lathaa, the 89L^e chief eseoutive officer, attached to e 
letter from the Fin on July 25, 19SS. There ie no indication 
that the Firm retained tbe auditor, aeeioted in any way in the 
audit or took any position as to the quality of the audit. 

In 1989, the saz, initiated litigation against Frost charging that 
tha auditor bed been negligent, rocklesa and breached its 
contract by failing to fairly represent the saL^e finaneial 
condition la tho 1994 and 1985 audits. Tho SSL vas raprassntsd 
in tho litigation by tho lav firm of Gerrish and McCreary. 

Tha Gerrish firm also vas involved in defending directors and 
officers of failed banks in actions instituted by the FOXC. 

After FOXC was appointed managing agent of the ceneezvatorabip, 
the FDXC staff attorney responsible for the Frost litigation 
concludsd that, pursuant to FDXC policy, tho firm had a conflict 


'Tbs FDZC's Lsgal Division continued to provide legal 
support to the RTC with staff dedicated to MIC legal aattera 
until September 1991, %dien all RTC legal mattere were aeeumed by 
a newly created legal Division within the RTC comprised of the 
FOIC staff formerly dedicated to RTC vork. 
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Qf interest vith thm PDZC and bad to bo ropiaeod. Hbm staff 
attorney also coaelodsd that £ev firms in arkansas bad the 
experienca and capeoity to do accounting aalpraeties irorki which 
is eoAsiderod to bo complox in nature. The staff attorney first 
eonsidored the Arkansas lav firm of Hrightr Lindsey a Jennings » 
which had represented FOZC in other natters i but it too had a 
conflict of interest. The staff attorney then contacted the Hose 
firm based on previous work done by the Firm on behalf of the 
FOZC in connection vith the Coming Bank failure.* 

The staff attorney contacted a partnar of the rim (based on the 
staff attomey^s racollsction« probably Webster Bubbell) and 
asked the Firm to take over representation. The staff attorney 
is cure the Firm would have been asked about any conflicts of* 
interest, but due to the passage of time has no specific 
recollection of making that request or any rssponse that say have 
been made. Richard Donovan, a partner with the Pirn vho vorked 
on the ease, etates that he recalls Mr. Rubbell having advised 
the staff attorney of prior representation of the 8<rL on a laatter 
involving the Arkansas Securities Cosmissloner. Mr. HubbaXl's 
recollection differs. Be recalls advising the staff attorney 
very generally that the Flm had done a small amount of vorfc tor . 
the SSL years earlier, taut that he did net view that as amounting 
to a conflict. Ha believes the work he vas avare of was lending 
and collection work. Be.aaya he does not believe he vas avara of 
the earlier securities work at that time, so ha does not believe 
he discussed it vith the staff attorney then. The FDZC staff 
attorney haa no recollection of the lasue being raised and says 
that if it bad bsen it vould have been discussed with the 
attorney's supervisor. The supervisor has no recollection of the 
issue being raised* 


^ While the Firm bed sent a letter to the FDZC dated 
TSbruary B$, IBBS, solieiuing vork relating to any 84L failures, 
it does not appear the staff attorney vis avare of that letter or 
that it influenced her decision to ask ths Firm to rsprssent the 
FDZC. Also, assertions have been made that the letter may have 
been deceptive and misled the FDZC regarding prior representation 
because it stated "the Firm does not represent any savings and 
loan association in state er federal regulatory matters •* 

Hovever, the letter also atatee "(flrom time to time ve have 
provided specialised service to some savings and loan 
associations in such areas as employment discrimination, vork-out 
of participation loans and bankruptcy." The flm also 
acknowledged in the letter that there nay be individual 
transactions or situations vhsrs a conflict of interest could 
arise. 
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at m Hite IlWttlvlna Mr. lliihti«ll»« F— tlv 

At tte tise tb« conservator van appointed (and vhan the rim was 
retained) « Mr. nubbell's father-in«Xav, Seth «ard« sr.« vae 
involved in litigation with the SSL. lUr. KQbbell's father-in^lav 
had obtained a judgnent of roughly $470«000 for cooniaaions 
allegedly owed hin by the S4L for the aale of real estate on 
behalf of Madison rinaneial Corporation, a subsidiary of the SSL. 
ttat ease waa then on appeal, 

Mr, Hubbell says he was aware of the JUsA litigation bat he did 
not view it as a oenfliot. Ke says he believes be did advise the 
staff attorney about it, bat he cannot be certain. The staff 
attorney does not recall whether the Hard relationship was nised 
at the tine of the Fin's retention in March of 19S9, However^ 
another rozc staff attorney heease aware of the relatlons^p and 
inferaed the staff attorney on the case, in a letter dated JtiM 
S, X9a9, At that tine, the second staff attorney expressed 
concern that Mr. Kubbell would have aoeesa to inforsation through 
his representation that could be daneging to the litigation 
Involving Mr. Hard. After reviewing the facts, the staff 
• attorney responsible for the haaik litigation concluded that the 
facts did not pose a conflict. On June 23, 19S9, the staff 
attorney wrote to the FDZC's Managii^ Agent for the 
'Conservatorship concerning the Bubbell/wazd relationship, stating 
that NT. Ruhbell had not npresentsd Nr, Hard in the past and hs 
would not do so in tho future.’ Nr, Hubbell then sent a letter 
to the me Managing Agent, dated June 2S, 19A9, in which he 
effiraed that he had net and would not in the future represent 
Mr, Hard in the dispute with the Nr. Buhhell also 

eenf imed in sn intervien that he had not drafted any doounents 
that were involved in the Hard litigation. 


’ The staff attorney's lettsr also- notsd that tho prinary 
attorney in the ease was Hlchard Donovan, not Mr, Buhhell, and 
stated that Nr. MUhbell was involved only in an indirect way, 
Basad on diacussione with ths staff attorney, this was aeant to 
indicate that Mr, Oonovani as the junior partner on the case, 
would do noet of the day«to-day work. Based on fss bills for the 
case. Nr. MUhbell perforaed a significant aaount of work. 


^ The issue was raised again after Mr. Bubbell's letter 
When an FDXC credit epecialiet sent a peaorandum to his 
supervisor expressing concern about the reletionship and seeking 
senior level review of the situation, ^is aeaorandaa also was 
called to the attention of the FDXC's Regional Counsel indicating 
that this should be «a Hashington issue" beceuse the staff 
attorney responoible for the Frost litigation was based in 
Hashington, D.C. Ho further action appears te havs resulted from 
these subsequent sesoranda. 
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As An AddSd prscAittion, according to Mt. Itubbell, Hr. Donovan and 
Gary Spood, anothor partnor at tha Fiza who vorXod on tho Froat 
casOf tn« FlzB laposod an Inronal, unwritten proeoduro In 
oonnoction with tha Fyost litigation that kept Mr. Bubball from 
having accefle to information about hia fathor^ in-lav. According 
to Maasrs. Donovan and Hubball. Hr. RubbalX was not allovad 
accass to natarial such as an investlgativa report dona by tha 
S&Ii^s prior attomaysi and ha was kept out of savaral depooitiona 
vhan infon&ation concerning Mr. Ward's loans was ainectaa to ba 
involved. Mr. Speed states that Mr. BubbelX vould leave the room 
if Mr. Ward's name case up during discussions, and that ha and 
Mr. Donovan vould not discuss Mr. ward in tha presence of Mr. 
M^ball. 

Asalysis 




Tha standards govemina ths profsssional conduct of attorneys, 
including issues relating to actual and potential conflicts of 
Interest, are set forth in oodos or rules of professional 
responsibility and conduct adopted by the various states. • Many 
states have adopted, or have patterned their rules on, the 
American bar Association's Model Wales of Professional Conduct 
("the Model mules"). ArXansas adopted the Model Mules as its 
rules of conduct for attorneys in 1905. The Model Rules 
generally prohibit an attorney from representing a client where 
the attorney also represents or previously represented enether 
client vbose interests are adverse to the first client. The 
Model Rules provide that a client may valve a conflict of 
interest by consenting to the representation after consultation 
vith the attorney and provided the attorney reaeonably believes 
the representation will not adversely affect the relationship 
vith the other client. XOOBL ROLES OP PROFESSIONAL CONDOCT Rule 
1.7. Under the Model Rules, and all the state rules of which ve 
are awacm» it* is the attorney, not the client, who has the 
primary responeibility te identify conflicts of interest when 
approaohed vith a request to r^resent a client with respect to a 
new matter. * 


’ Motvithstanding that the responsibility to idsatify any 
potential confllcte rests principally vith the attorney, in 1990 
the FDze Legal Division adopted eosprahensive policiae and 
proceduras governing the retention of lav firms and the waiver of 
aocual or potential conflicts of interest. Zn 19t9, the FOZC'a 
conflicts procedures, however, vere less fomel. Prior to their 
retention, firms generally vere required to respond to a series 
of q[uestlons regarding past and currant representations. 
Unfortunately, in early 1989, due to the treasndous inereaso in 
workload as a result of the FDZC's added FSLZC responsibilities. 
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The rclevent provliioiw under the Ar3uume rules of professional 
conduct provide that: 

•a lawyer shall not represent a client If the representation 
of that client will be directly adverse to another ellent« 
unless: (i) the lawyer reasonably believes the representation 
will not adversely affect tbe relationship with the other client; 
and (f) each eliant ^nsanta after eensoltation” i and 

la%ryar ehall net repreaent a eliant if the representation 
of that client nay be naterlally Halted by tbe lewyer^e 
responeibilitiee to another client or to a third person, or hf 
the lawyer's own interests^ utaess: (1) the lawyer reas on a b ly 

believes the representation will not be adveraely affactedi and 
{2} the Client consents aftsr consultation. ** 

Tht,rim'a Frier ReprsaantaUpn 

The information regarding whether the Pin diaolosed that it had 
represented the SSL on the prior aecurities aatter ie unoleer. 

The acre ivortent question, however, is whether a cenfllet of 
interest sxisted that should have been disclosed before the flra~ 
agreed to, represent the conservator. 

Xn essonoe, the Fiza represented the SSL's interests before the 
Seouritiee Conaissioner in ISiS and it was representing the SSL's 
intsrssts (on behalf of the SSL'e censervater) in ISiS. Pcoviooa 
representation of an institution by itself does not create a 
conflict When a sObsequent conservator is appointed for the 
institution. These is ne indication in the records, or bSiOd on 
our revisw, that ths Flea did anything more with ra^^set to the 
audit in question than take it at f aoo value in its 
rspresentation in iseS. Thsrs did not appoar to be any 
divergence of interost between their representation in IfSS and 
198S. As a ooDsequsnoa, the Firn'e representation in 1908 was 
not **direetly a dv or se* to its reprosentation of the 
CoaaervatOKwip in 19S9. 

Zn addition, we have found no evidanoe that the Fira had a close 
reiationahlp with the SSL which sight call into question its 
ifidependenoe. The rim did not servo as general counsel or 
eaelusivo or frequent counsel for the SSL. Zn addition, no 
eeaber of the Firm served in any canior aanagerial or directorial 


such inquiries were not always doeuaentsd. Zn this imuance, 
thers ars no docuaanta ahowii^ what inquiry was aada of ths Firs. 
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r«lationsbip with th« SiL prior to its failuro. 

Undar tha Modal Xtulaa* diaclosvra of prior rapraaantation aueh as 
involved hare may not be required. However* where a fim ie 
aware of aueh a prior relationship, we would escpeet it to conrey 
that information to our staff to assist in determining whether to 
retain the fizm« Zt is not olear whether the information wee 
conveyed to the FOZC staff at the time. However# based on our 
review, we do not believe the prior representation represented a 
conflict of interest* 

The Existence of a Sait Involving Mr. Hubbell^a yaeilv 

It is uncertain whether the HObbell/Ward relationship was 
disclosed at the time of retention. Nevertheless# it was clearly 
discussed within three months after retention and the staff 
attorney concluded there was no conflict* That assessment 
i^peare to bo correct. 

Mr* Rubbell had not represented Mr* Ward so there was no conflict 
of representation direetly adverse to the Conservatorship* Also# 
Mr. Httbbell's r^resentatlon of the roZC did net appear to have 
any effect on. Mr. ward* under Arkansas rulM# unless Nr* 
Hubbell^s representation of the Conservatorship would bo 
•materially limited* by his ^responsibilities to" his father-ln« 
lew or his own personal interests# no disolosuss was required* 
Also# fOZC proosdiirss# at that time# would not have required the 
disclosure of the relationship. 

Nhila conesm was erpretsed by some FPXC staff shortly after the 
firm's retention that Nr* Hubbell would have access to 
information that could benefit his father-in-law# thare is no 
indication any anch information was transferred* Moreover# 
Arkansas rulss of professional eonduet (as do all State rules of 
conduct) prohibit an attomsy from revealing information relating 
to representation of a client# unless the client consents after 
Gonsultatioa* As a preeautien# the fim api^ently imposed its 
own informal "firewall" to prevent infezmatioa regard!^ Mr* Ward 
from b o iag passed on to Mr* Bubboll* Also# tbs FDZC's prooodnres 
at That timo did not rsquirs diselosore of a rolationslilp such as 
existed with respect to Mr* Hubbell and bis fatnsr-in-law* 

Therefore# no actual conflict a^ears to have existed* While in 
this ease it is unclser whether advance disclosure was made and 
thers was no reauirement that Mr* Hubbsll's rslationship be 
disclosed, w# %rant to emphasise thas on an issue as subjaetive os 
this, vs bslisve ths better course would have been for the 
attorney to make clear and full disclosure in %rriting to the roic 
and let the FDZC as client determine whether in its judgment the 
representation at issue was likely to affect its interests 


88-432 0 - 95 - 25 
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a«vArs«ly> Mavartlielesa, tliat vaa not spoeifleally ramiroo at 
cn« eiJM and, wliaa diaoloauva waa aada, tAa FOxe dataninad tha 
rdpr««an^atioR was not Odvorsoa 

eoMiusion 

Xn 1909 « ths Legal Division Xaekad forsal proeadurss regarding 
tDe detemination of conflicts of interest and, at the sans tiMi 
the Division's staff was experieneing an enorsous inecease in 
workload due ro the rapidly expanding duties of the rDZC. As a 
consequence, in hindsight doeunontation regarding the retention 
of the rini is sore lisitod than would be ideally hoped for. 
However, based on our review, we have found no basis to deteraine 
that either of the alleged instances involved a conflict of 
interest. 

Therefore, we see no basis to racossend any sanctions against ths 

Pirn, 


* In 1990, ths VDIC adoptsd fomsl procsdurss to dsal with 
conflicts tdiich enphasissd that waivers wist bs sought svsn where 
there is only the *<appearance* of a conflict. Also, in 1990, tho 
supreme court of Arkansas recognized that although the 
"appearance of impropriety" is no longsr apocifically a oart of 
tho state's rules of professional conduct ths prinoiple Is still 
a part of the rules, rigat Aatrigin Carrimt Intu v. srwcr 
302 Ark. 06, 767 S.lf.ld 669 (1990). 
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This Invest l 9 «t ion vae initiatod based on accounts in X&t 
WAahinatsn TiseM and The Wsahinoton Fpet concerning e poaeible 
conflict of interest involving the Rose Lav Firm (Rose), Little 
Rock, Arkansas. 

MlwrtLContltcts 

1. In 1984 and 198S, Rose represented Madison Guaranty 
Savings and Loan Association (Madison) before the Arkansas 
Securities coaBissioner. In its representation of Mediaon^ the 
lav firm presented and relied upon an audit report issued by 
Frost I Company (Frost) on Madison. The lav firm represented 
Madison in its attempt to obtain authorization from the 
Commissioner to issue a class of preferred stock and to engage ii 
brokerage activities. 

2. In 1989, after the failure of Madison, the Federal 
Deposit Znsurance corporation (FOIC) hired Rose to sue Frost for 
accounting malpractice in at^iting the Madison bodke in 1984 and 
19C9. The Frost audit was the same one previously used by Rose 
in making a case for Madison before the Arkansas securities 
Commissioner in 1988. 

Seeps of the investigations This investigation focused onl 
on whether or not Rose disclosed its previous representation of 
Madison to the FDXC and RTC. Interviews of current or former 
Rose Lav Firm attorneys who nay be knovledgeable of this matter 
vers net conducted. 

XX. RCSl LAW FXRII^S RgPRganWATIOT OF MAPISIMi SAVUIQS 8 LORMi 

Charles F. Handley, Financial Ckasiner Supervisor, Arkansai 
Securities Department, provided dccumentation that established 
thmt Rose did represent Madison before the Department during 19 t 
had 198SS 


1. Attachment 1 is a copy of a letter from the iav 
firs, dated April 30, 1985, to Mr. Handley. The letter 
identified Hillary Rodham Clinton or Richard Massey as thM firm 
point of contact for further information. 

2. Attachment 2 is a copy^of a handvritten memorandu 
dated Nay d, 19SS, addressed to *lrady.* The unknown author of 
the memorandum instructed **Brady* to "please raviev end draft 
response to Hillary." 

3. Attaohaant 3 is a copy of an office routing slip, 
dated May 8, 19S9, from "Charles* referring to an April 30, 198 
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2. Ms. Brtsisv stated that tha lawsuit filed by Moss 
on cehalf of tne FOIC (and subsequently tbe RTC) and Madison 
centered on the fact that Frost, during their 19S4-1985 audit, 
failed to detect that Madison was insolvent (Attachsent 10) • 

3. Ns. Breslaw stated that the ease was settled in 
1991 for 51. 025. 000 (Attachsent 10). 

4. Ns. Breslav provided several of the lav firsts 
billings to POIC/RTC for its representation in the natter of 
rDICVRTC V- Frost t Company and Madison Guaranty Savings and Loi 
Assoeiatten (Attachnent 11). 

5. Further. Ms. Breslav obtained written confiraatioi 
froa Rose that the firm billed the FOXC/RffC for a total of 
5400.S79.9S in the matter PPIC/RTC v. Frost S Comoanv and Madlsi 
Guaranty Savings and Loan Assoeiation (Attachment 12). 

I. 2n addition to Madison# Rose represented and continues 
to represent the RTC in legal matters involving institutions 
ether than Madison (Attachment 13) • 

sumryg Rose represented the FOXC and the RTC« Xa one 
particular matter, the firm pursued a malpractice suit against 
Frost, for negligence in determining the true financial eonditic 
of the Madison during its audit of the institution. 

IT. peasTBLa cowflicmi 

A. Troae M stter i Rose represented Nedison before the 
ArJeanaas Seeuritiee Department. Thet representation Involved ' 
SSL's attempts to obtain authorisation to issuo preforrad steo 
and to angage in brokerage senrloee. The firm utilised the Fr 
audit 3f Nadiaon^s eonditien ca anppert the rsguae^ for 
authorlsetion. 

1. Leter# Rose vae rotainod by the FDXC (and 
subsaguantly the Ric) to pursuo en aeeountent malpraetieo suit 
ageinst Frost. The partleuler issue of the suit ves the 
defective eudit which failed to detoet thet Madison vae 
iaselveat. 

1. Hard Mattsrsg 

1. xn 19S9# all filae pertaining to the accountant 
ealpraetlee suit filed against Frost and Company were deliverc 
to Roso. specifically Mebb Hubbell. a staff attorney (Attaehmc 
14). 

3. Mr. Rubboll la the son*in-lav of sath Ward, a 
Madison "Inaidar”. who obtained e judgement ageinst Madison f 
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approxiaataly $477,000 in 1989. Mr. Kubball was prtsant at tha- 
trial of the Seth ward natter and appeared to have bean an 
interested (indirectly) participant in the Ward proceedings 
(Attachaent IS) . 

3* The judgement was appealed by the PDXC* Sue 
strayhorn, roxc Litigation Coordinator for Madison, advised tha^ 
if a new trial was granted, information contained in the Frost 
audit files (of which Mr. Hubbell had )cnovledge) could be 
damaging to the FDIC case against Mr. Hubbell' s father-in* lav. 
Ms. Strayhorn brought this to the attention of Paul Jeddeloh, 
FDZC staff Attorney, in order to make him aware of the situatio 
(Attachment IS) • 

4. This possible conflict was also raised by Ken 
sennaek, Madison's credit Specialist. In addition to the Seth 
Ward matter, Mr. Schneck also stated that Mr. Hubbell's brothex 
in-lav, Seth Ward XI, had also filed suit against Madison. 

Mr. schneck stated that during the course of the Frost suit, t! 
practices and procedures used in Madison's day-to-day operatioi 
would surely be examined. As such, Mr. Hubbell would be privy 
this detailed information. Mr. Schneck suggested that it^vouli 
be naive to think none of this Information would be revealed tc 
Mr. Hubbell's family (Attachment li) . 

5. Ns. Breslav responded to the concerns of 

Mr. Jeddeloh, Ms. Strayhorn, and Mr. Schneck. On June 38, 198 
in a letter to David Paulson, Managing Agent, Madison, she fou 
nothing to warrant taking the Frost matter away from Soae 
(Attachment 17). 

SUneSQt: Sased on the Information obtained to date, nait 

of the above two matters were disclosed by Rose. (See Sectior 
below Eor further disclosure discussion.) Ths mstter involvii 
Seth fieru wee brought to the attention of the staff attemay : 
Nedisen, April Breslav, by pdzc attomaye. NS. Braslaw 
aubeeguantly dateminad that no conflict existed. Xt should : 
noted that at this time, 1919, thare was no Outsida Conflicta 
Gemmittas and than were no reguletione, policy, or guidance 
conflict matters. Ths process, eeeording to Ns. Brsslav, was 
inforsel end situations wore handled as thay came to tha 
ettontion of tho staff atternoy who handled that particular 
institution. 

V. PiscLOaimBS maps by tm moem law yimm t 

A. On October 3, 1990, Nr. Hubbell executed a Legal 
Sarvieaa Agnament on behalf of Rees with tha FDXC. Nr. Hub) 
certified that, as part of its agraament with tha FDXC, the i 
would updato any conflicts information in its annual report t 
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th« FOIC. Mo disciosuros woro aado by Rof« at thia tlao 
(Attaebaont la). 

B. On August 24, 1992 « Mr. Hubball, in a lattar to tha RTC 
previdad datsilad infomation on Boso. Mr. HubboXl statad that 
tba fin's prior repraaantatlon of tha fOIC/RTC ineludad Madisor 
Guaranty Savings a Loan* Mo diselosura vas nada that tha fin 
raprasantad Madison prior to rozc/RTC involvaaant. 

1. In hia lattar« Mr. HubbalX diacXosad an unralatad 
conflict involving a forvar aanbar'a aXXaged conflict of intara: 
in acting as both borrovar and attornay in connection with his 
personal credit arrangaaiants at FirstSouth. Tha cXaia vas 
subsaquantXy sattXad and tha saabar withdraw froa tha fira in 
March X9ta. 


2. Attached to Mr. HubbaXX's latter vas an RTC Fitna 
and integrity certification which fully disclosed details of th 
conflict involving tha former aaabar of tha fira (Attaehaant is 

C. On Oaeasbair lats* Mr. Kubball aaaeutad a Legal 
Services Agraaaant with the RTC and sUtad tha f im had no 
conflicts of intaraat with tha RTC or FpXC (Attaehaant 20)~. 

o. Me. Breslav, foraarly roxc and currently with tha RTC 
that she has no recollection ^at tha Rosa Lav Flm 
verbally diaclosad to her its prior raprasantation of Madison. 
MS. Breslav further statad aha had no doeuaantation regarding 
eenvsraation vharaia Nr. Hubball told her about tha fira' a pri 
rapraaantation of Madison (Attaehaant 21 ). 

SUMBTlg* Rosa diaclcaad one coatllct of intaraat which i 
imaiatad to tha Frost or Hard aattara. Mo doeuMntatlon vao 
fo^ regarding a diacloaura of either tha Frost or tha Mard 

aattara* 


A. Rosa raprasantad Madison prior to ita failure. In o 
pamieuiar aattar, tha fira raprasantad Madison before tha 
Arxanaas Saeuritias Oapartaant in tha SSL's attaapt to obtain 
authwisatlon to Isaua stock and engage in brokerage activiti 
Tha flm' a representation relied upon tha Frost audit report. 

8* Rose represented the FDIC/RTC aubeoquent to ths fail 
of Madison. Xn one particular aattar, tha fira vas rstainod 
pirsas an accountant aalpractica suit against Frost for falli 
to detect tha insolvency of Madison. 

^ ^ Rose did not disclose its raprasantation of Madison 

before tho Arkansas Sacuritiss Oapartaant to tha FDIC/RTC. 


1743 


Mas Lav fira 

a 

Uttar froa tha firs sattln.q forth KAdison's plan to isaua 
prafarred stock and a legal opinion that Madison could 
isaua such stock. Tha author axprassad doubt that Madison coul 
entar into such a business practice. 

4. Attachment 4 is a latter, dated May 14, 19B5, 'fre 
Beverly Bassett. Savings and Loan Supervisor, to Ms* Clinton, 
relevant to the authorization and issuance of a class of 
prafarred stock by Madison. Ms. Bassett's letter stated she 
agreed with Ns. Clinton's conclusion that Arkansas lav express] 
gave state chartered associations the power to authorize and 
issue preferred stock. 

5. Attachment 5 is a letter, dated July 10, 19BS, fi 
Mr* Massey, Rose, to various officials of the Arkansas Seeurit: 
COBSission, relevant to Madison's application to engage in 
brokerage activities. Mr* Massey stated in his letter that 
either he or Ms. Clinton could be contacted if there were any 
guestions* 


6* .Attachment e is a mesorandus, dated July 17 , 19S 
froB Mr* Handley to Ms* Bassett and Nancy Jones regarding 
Madison's application to form a secohd*tier, vholly-^ovned serv 
corporation, to engage in seourities broker-dealar basinsss^ 
Mr* Kandley expressed his concern about adjustments mads to 
Madison's net worth by Madison's accountants in the Deeesber 3 
1984 audited financial stateaent* 

7. Attachment 7 is a letter, dated July 2S, 19SS, i 
Mr* Nassey to various officials of the Arkansas savings a Loai 
Supervisory Board, relevant to Madison's application to engage 
brokerage activities* The letter essentially disagreed with 
Nr* Handley's previous letter of July 17, 19SS* 

smmmrvi Rose did represent Madison prior to the 
failure of the savings and loan* 

XSZ. ROSB 1AM riRM RgPRgSgMTaTIQM OF THH FPIC/l«Ct 

A* April A* Breslav, Attorney, Professional Liability 
Seetion, RTC, Vashington, D.C., provided information and 
documentation to support that Pose did represent the FDZC/RTC 
Madison against Frost* 

1* zn 198B, Madison filed an accounting maipractic 
lavsuit against Frost. In 1989, Madison vent into 
conservatorship* At that tins* Ms* Breslav, Attorney, FDXC 
Directors and Officers Liability Section, replaced Madison's 
counsel vith Rose* The lav fin vas retained to continue 

pursuing ^hs sseounSenS ualprsoties suie sgeinst rrosS 

(Attachments a and 9). • 
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I 08 « L 4 V firm 

Further, it did not rtnort postiblt conflicti involving tht 
brothefin-law and fathar-in-law of Webb Hubbell. staff attorney 
at Rose. Both Seth ward and Seth ward» IXr had filed suite 
against Madison. The FOIC beeaae avare of this setter, but 
Ms. Brceiaw, the FOXC attorney assigned to the Madison matters, 
determined that a conflict did not exist. 

D. Me. Breslav, who vae eubooquenciy assigned to the RTC. 
did retain Rose in 19S9 to represent the FDIC/RTC at Madison. 
Ns. Breslav did not recall anyone at the firs telling her that 
the fim had previously represented Madison. No docuaentation 
was found which reflected that the firm had disclosed the 
representation. 

E. k FSX Certification and Legal Service Agreements were 
reviewed end disclosed the firm did not disclose the Frost and 
Ward Batters. 

VIX. PiSPQStTiQii OF TSis aifb6ss«t 

X. This report is provided to the Office of the Cenerel 
Counsel for eny action it deems appropriate. 

This investigation was coordinated with the Fpic; who 
conducted a separate, independent investigation of these ease 
sattors. The rOXC investigating attorney is John oovning. > 

Attschasnts 
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AmciMEirrf 

1. L«tt«r, d«t«d April 30/ 1918, froa Rosa to tns Arkansas 
Sseuritifs OspartBsnt. 

2. Hsiidwittan nots, datsd May 6, 1989, ragardinq Rosa. 

3. Handvrittan nota. datad May 6, 1985, raqardinq a lattar fro 
Roaa eenearninq tha Madison plan. 

4. Lattar, datad May I4, 1989, raqardinq Issuanca of prafarrac 
stock by Madison. 

5. Lattar, datad July 10, 1989, regarding Madison^s applicatic 
to angaga in brokaraqa activitias. 

8. Haaorandua, datad July 17, 1989, regarding tha application 
aiibiiittad by Madison. 

7. Latter, datad July 29, 1988, raqardinq tha Madison 
application. 

8. Carraspendanca ralating to tha transfer of tha Front aatta 

9. Slactronie nail, datad January 10, 1904, raqardinq billing 
aabaittad by Rosa. 

10. Electronic nail, dated January 11, 1994, raqardinq tha la% 
fira^a involvaaant in Kadiaon. 

11. Aaaortad invoicaa froa Roaa regarding tha Frost aattar. 

12. Latter froa Rose confixaing ita raprasantation of tha 
fOSe/axe in the Frost aattar. 

12. Listing of aattars handled by Rosa for tha FOXC/rtc. 

14. Latter to Roaa raqardinq tha Frost lavauit files. 

15. Lsttar regarding conflict concerns to 8raslav. 

18. Lattar regarding conflict concerns to o'Oonnall. 

17. Lattar regarding conflict coneams to Paulson. 

18. Lattar froa Rosa regarding RTC Legal Sasvieao Agraasent. 

19. Legal Services Agraasent batvaan Rosa and tha RTC. 

20. Legal Sarvicas Agraasent batvaan Rosa and tha FOXC. 

21. Elactronie Mail, datad January 10, 1994, froa arasiav co 
aultipla parties regarding this invoatigation. 


JOHN r. CVANS 




wiitcr'* oimcr dial mumwii 



July 1, 1994 


202 - 778-1810 


BY MB88BNQBR 

Michael Davidson, Esq. 

Senate Legal Counsel 

United States Senate 

642 Hart Building 

Second & Constitution Avenue, N.E. 

Washington, DC 

Dear Michael: 

I represent Lisa Caputo. Ms. Caputo has received a request 
for documents from the Chairman and the Ranking Member of the 
Senate Committee on Banking, Housing and Urban Affairs. I have 
been advised that Committee staff has conferred with the White 
House Counsel's Office regarding this matter and that White House 
Counsel will produce to the Committee those documents responsive to 
the request which Ms. Caputo made available to Independent Counsel 
Fiske in response to a grand jury subpoena served on the White 
House. 

If I may be of further service in this matter, do not hesitate 
to contact me. 

Sincerely yours, 

UJiIUju^ 10. 

William W. Taylor, III 

WWT/etw 

cc: Lisa Caputo 

Jane Sherburne 


If 
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WRITER'S Direct Dial 
(202)828-2211 


Dickstein, Shapiro & Morin, l.l.e 

2101 L STREET. N.W. 

WASHINGTON. D C. 20037-1526 

202 785-9700 S9a maoison avcnuc 

NEW YORK. N Y. 10022-1014 

facsimile 202 007-0000 *'* 03R-<0OO 

TELEX 092600 OSM WSH 


July 1, 1994 


VIA MESSENGER 

Kelly Cordes, Chief Clerk 
Committee on Banking, Housing and 
Urban Affairs 
United States Senate 

Room 534 Dlrksen Senate Office Building 
Washington, D.C. 20510-6075 


Dear Ms. Cordes: 


This will confirm receipt of a letter dated June 22, 1994 
from Committee Chairman Donald W. Rlegle, Jr. and Senator Alfonse 
M. D* Amato to Mark D. Gear an pertaining to hearings pursuant to 
Senate Resolution 229. We have been asked by Mr. Gearan to 
provide counsel to him In connection with this matter. 

The June 22 letter requests production of certain documents. 
In this connection, *Z have been In contact with attorneys In the 
White House Counsel's Office and have been Informed of 
discussions between that office and the Committee concerning the 
production of White House documents. Based on those discussions. 
It Is my understanding that the White House Counsel will be 
producing today all White House documents produced to Independent 
Counsel Robert Flske In response to Grand Jury subpoenas Issued 
to the White House and White House Staff, Including Mr. Gearan. I 
am Informed that this procedure Is acceptable to Committee 
Counsel. I am also told specifically that all White House 
documents under Mr. Gearan *s care, custody and control that were 
produced to the Grand Jury are being produced to the Committee. 
Mr. Gearan has no personal documents responsive to those 
subpoenas . 
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Kelly Cordes, Chief Clerk 
July 1, 1994 
Page 2 


Accordingly, It is my understanding that it will not be 
necessary for Mr. Gearan to make a separate production of the 
same documents which are being produced by White House Counsel 
today. I also understand that they will be providing an index of 
the documents produced. 

This will also confirm my understanding that the Committee 
reserved its right to request additional documents and that a 
response to such further request may not be governed by the 
current agreement. Please be assured that Mr. Gearan is prepared 
to respond directly to the Committee should it so desire and that 
we have been assured the cooperation of White House Counsel in 
connection with any requests from the Committee to produce White 
House documents to the Committee directly. 

Should you or any member of the Committee or its staff have 
any questions, please contact me or my co-counsel Judith 
Hainmerschmidt at (202) 828-2211. 


Respectfully, 






n D. Simon 
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Skadden, Arps, Slate, Meagher & Flom 


M40 NEW YORK AVENUE, N.W. 


WASHINGTON, D.C. 80005*2111 


r*jc (202> 393-S760 ( 202 ) 371-7000 

OIRCCT dial 
(2021371- 


BOSTON 
CHICACO 
HOUSTON 
LOS ANGELCS 
NEWARK 
NEW YORK 


WILMINGTON 

•EUING 

■RUSSELS 


July 8, 1994 


FRANKrURT 
HONG KONG 
LONDON 
MOSCOW 
PARIS 


TOKYO 

TORONTO 


The Honorable Donald W. Rlegle, Jr. 

Ghairxnam 

The Honorable Alfonse M. D'Amato 
Ranking Menber 

United States Senate Committee on Banking 
534 Dlrksen Senate Office Building 
Washington, D.C. 20510-6075 

Re: Document Request to Harold Ickes 

Dear Chalrmein Rlegle and Senator D' Amato: 

As counsel for Harold Ickes, Assistant to the 
President and Deputy Chief of Staff, we write today In 
response to your Committee's letter of June 22, 1994, 
requesting that he provide you with certain documents. 
Earlier this year, Mr. Ickes reviewed his files to Iden- 
tify documents responsive to greuid jury subpoenas Issued 
by Special Counsel Robert B. Flske. That review also 
would have Identified all documents then In Mr. Ickes' 
possession, custody, or control responsive to your 
Committee's request. 

The documents thus Identified were furnished by 
Mr. Ickes to the Office of White House Counsel. No per- 
sonal documents were withheld. We understand that the 
Office of White House Counsel has reviewed the documents 
furnished by Mr. Ickes and provided you with copies of 
the Scune that are responsive to your Committee's request. 
We are advised that In accordance with an understanding 
reached between representatives of the White House euid 
the Committee, the dociament production by the White House 
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The HonoraQale Donald W. Riegle, Jr. 
July 8, 1994 
Page 2 


in these circumstances satisfies the Committee's June 22 
request to Mr. Ickes. 

If you have any questions adDout document pro- 
duction, please do not hesitate to call me at 202-371- 
7180. 


Sincerely, 



Robert S. Bennett 
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HOGAN &HAKTSON 

L.L.P. 


COLUMBIA SQUARE BRUSSELS 

SSSTHIKTEZNTHSTKEETNW LONDON 

MMSHINGTON DC M004-1109 MKIS 

ALLXN R. SNYDER (SOX) 6S7-5600 ntACUE 

rAUNBR WUtSAMT 

DmCTDIAL (S0D6»*S741 BALriMOM.MO 

BETHESDA.MO 

July 1, 1994 


BY HAND DELIVERY 

Senator Donald W. Riegle, Jr., Chairman 
Senator Alfonse M. D'Amato, Ranking Member 
United States Senate 

Committee on Banking, Housing and Urban AfEairs 
Washington, D.C. 20510 

Dear Senators Riegle and D'Amato: 

I represent Bruce R. Lindsey, Assistant to the President and Senior 
Advisor, and am in receipt of your letter to him of June 22, 1994, regarding the 
Senate's inquiry pursuant to Senate Resolution 229. 

Mr. Lindsey does not have any documents within his custody, control 
or possession relating to the matters listed in your June 22 letter, other than White 
House documents that we understand are being produced directly to you by the 
White House Counsel's office. Please let me know if we can provide any further 
information. 


Sincerely yours, 
Allen R. Snyder 


Imh 


cc: Bruce R. Lindsey, Esq. 

Lloyd N. Cutler, Esq. 


FAX:a0I)«S7.MI0 TELEX: MSS70OCAX 8M7B7(WU) 
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ZucKEBMAN, Spaedes, Goldsiein, Taylor 8 t Kolker 

ATTORNEYS AT LAW 


KOOCN C. 2UamMAM 
MANRW. rOSTIM 
ROOCN C. WACOCR 
MUCt OOLOSTCIN 
WIUIAM W. TATLOR III 
KTCR R. KOLMCR 
ARTHUR K. MASON 
srCRHCN M. OLICKMAN 
RONALD S. RAVIKOTP 
MICHAKL N. SMITH 


1201 CONNECTICUT AVENUE, N.W. 


WASHINGTON, O.C. 20030 


ROSEMARIE SCHMIDT 
BRYAN R. CLEVELAND* 


(202) 77B-ISOO 

TCLBCOHIER 
ICOai MS-DION 


MELISSA HAMMERSLET CLARA 
CYRIL V. SMITH 
LOUISE K STOVALL 
SRUCE AMON JAMES 
RICHARD B. ROSENBLATT 
ELEANOR H. SMITH 


MICHAEL S. RASANO 
ANTHONY THOMPSON 
NELSON C. COHEN 
STEVEN M. SAUCY 
EDWARD C. BERKOWITZ 
JUDITH STURTZ KARP 
DONALD J. MCCARTNEY 
ERIC P. PACER 
MARSNAU S. WOLPP 
MORRIS WEINBERa. JR. 
JOHN P. LAURO 
HUMBERTO J. PEAA 
sum O. BROWN 


201 SOUTH BISCAYNE BOULEVARD 
MIAMI, PLORIOA 33131 
(308IB7BOII0 


JENNIPER R. COBERLY* 
ALAN M. BCHEINER 
SUSAN E. KESTNER 
VIRCHNM A. WNITEHIU* 
ROBERT SULACX* 
NORMAN L. EISEN 
LAURA L. VAUOHAN* 


lOO EAST PRATT STREET 
BALTIMORE. MARTIANO 21202 


MARIA A. STAMOULAS 
TERESA HALLIOAN* 
JUUE A. BEU 
OREOORY N. BUST 


EDWARD j! M. LITTLE* 
THOMAB J. MEEKS* 


MICHAEL STEVEN ORCCNE* 
OCBORAH J. JEPPRCY 
THOMAS B. MASON 



IBI3I 221-1010 


1 1 14 AVENUE OP TNE AMERICAS 


*NOT AOMITTCO IN D.C. 


JOHN P. EVANS IIB4I-ISSS) 


«2l2)47 B S S OO 


WRITER S DIRECT DIAL N 


July 1 , 1994 


202-778-1810 


Michael Davidson, Esq. 

Senate Legal Counsel 

United States Senate 

642 Hart Building 

Second & Constitution Avenue, N.E. 

Washington, DC 

Dear Michael: 

I represent Thomas F. McLarty, III. Mr. McLarty has received 
a request for documents from the Chairman and the Ranking Member of 
the Senate Committee on Banking, Housing and Urban Affairs. I have 
been advised that Committee staff has conferred with the White 
House Counsel's Office regarding this matter and that White House 
Counsel will produce to the Committee those documents responsive to 
the request which Mr. McLarty made available to Independent Counsel 
Fiske in response to a grand jury subpoena served on the White 
House. 


If I may be of further service in this matter, do not hesitate 
to contact me. 


Sincerely yours. 


William W. Taylor, III 


WWT/etw 

cc: Thomas F. McLarty, III 

Jane Sherburne 


Nr. Oamttr: 


This is to follow up on my lettsr to you of July 1, 1994 and 
tslephons conversation with Leslie Berger of this office of 
14, 1994. Mr. McLarty has reviewed his personal records and 
located no documents responsive to the Conmittse's request 
^ June 22, 1994. If I may be of further assistance, please do 
isitate to contact me. 

Very truly yours, 

William W. Taylor, III 
'mb 

Thomas F. McLarty, III 
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•KMCR C. ZUCXCIIMAN 
MAm W. POSTER 
ROOCR e. SRACDCR 
SRUCt OOLOSTCIN 
WILLIAM W. TATLOR III 
RCTCR R. ROLKCR 

asthur k. mason 

STERHCN H. OLICNMAN 
RONALO S. RAVIKOPP 
MICNACL R. SMITH 
HCRSCRT SCTTCR* 
MICHAEL S. RASANO 
ANTHONY THOMPSON 
NELSON C. COHEN 
STEVEN M. SALKV 
EOWARO C. BERKOWITZ 
JUDITH STURTE KARP 
DONALD J. MCCARTNEY 
ERIC P. PACER 
MARSHAU S. WOLPP 
morris WEINBERO, JR. 

JOHN P. LAURO 
HUMBERTO J. PEAa 


BARBARA KRAMER MOROAN 
MARTIN S. NIMELES, JR.* 
SHARON L. KEOERREIS* 
COWARD J. M. LITTLE* 
THOMAS J. MEEKS* 
MICHAEL STEVEN ORECNC* 
DEBORAH J. JEPPRET 
THOMAS B. MASON 
BARBARA L. WARD 


JOHN P. EVANS <1941-19681 


ZUCKERMAN, SpaEDER, GoLDSTEIN, TaYLOR & KoLKER 

ATTORNEYS AT LAW 

1201 CONNECTICUT AVENUE. N.W. 

WASHINGTON, O.C. 20036 
(202) 778-1800 

TCLCCOPICR 

■ pap>8«2-6ioe 


201 SOUTH BISCATNC BOULEVARD 
MIAMI, PLORIOA 33131 
I30SIS790IIO 

lOO EAST PRATT STREET 
BALTIMORE, MARTLANO 21202 
I4IOI 3320444 

lOl EAST KENNEDY BOULEVARD 
TAMPA. PLORIDA 33602 
•6131 22MOIO 


OUT A. RASCO 
LESLIE M. BERCER 
ROSEMARIE SCHMIDT 
BRTAN R. CLEVELAND* 
MELISSA HAMMERSLET CLARK 
CTRIL V. SMITH 
LOUISE A. STOVALL 
BRUCE AMON JAMES 
RICHARD 6. ROSENBLATT 
ELEANOR H. SMITH 
ELLEN K. riSHBEIN 
JENNIPER R. C06CRLT* 

ALAN H. SCHEINER 
SUSAN E. RESTNER 
VIROINIA A. WHITEHILL* 
ROBERT OULACK* 

NORMAN L. EISEN 
LAURA L. VAUGHAN* 

MARIA A. STAMOULAS 
TERESA HALLIOAN* 

JUUE A. bell 
OREOORT H. GUST 
DAVID U. GOUREVITCH 
LISA A. CAHILL* 

MARC N. BELL 
JEPPRET P. AORON* 

JILL M. ORANAT* 
CHRISTOPHER S. CARVER* 


1 1 14 avenue op the AMERICAS 
NEW YORK, NEW YORK 10036 


August 3 , 1994 


*NOT AOMITTCO IN O.C. 


wnitcn's dircct dial number 

(202) 778-1810 


BY_HAND 

The Honorable Donald W. Riegle, Jr. 

Chairman 

United States Senate 

Committee on Banking, Housing & Urban Affairs 
534 Senate Dirksen Office Building 
Washington, D.C. 20515-6050 

Dear Mr. Chairman: 


Re: Thomas F. McLartv, III 

On June 22, 1994, this Committee reguested that Mr. McLarty 
produce documents related to contacts between Treasury or RTC 
officials and White House officials regarding Madison. On July 1 
and on July 19, 1994, we wrote to your office advising that Mr. 
McLarty had produced all responsive documents. Mr. McLarty 
recently noticed, however, that his personal Day-Timer for February 
2, 1994, contains a reference to "Harold." A copy of the relevant 
page is attached hereto. We have redacted the non-responsive 
entries. Mr. McLarty believes that this entry may refer to the 
February 2, 1994 meeting, which was set up by Mr. Harold Ickes and 
to which Mr. McLarty was invited. As you know, Mr. McLarty did not 
attend this meeting. 
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The Honorable Donald W. Riegle, Jr. 
August 3, 1994 
Page 2 


Please feel free to contact the undersigned if you have any 
questions regarding this document. 


^ncerely yours, 
William W. Taylor, III 


WWT/mb 

Enclosure 


e:\anomey\lmb\S704\riegle.ltr 
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AOOCR C. ZUCKCRMAN 
MAUK W. rOSTCR 
WOGCN C. SPACOCH 
BRUCe OOLOSTCIN 
WILUAM W. TAYLOR HI 
RCTCR R. KOLKCR 
ARTHUR K. MASON 
STCRHCN H. OLICKMAN 

RONALD a. RAvtKorr 

MICHACL R. SMITH 
HCRttRT serrcR* 

MICHACL S. RASANO 
ANTHONY THOMPSON 
NCLSON C. COHCN 
STCVCN M. SALKY 
COWARD C. BCRKOWITZ 
JUDITH sruRTZ KARP 
DONALD J. McCARTNCY 
CRIC r. PACCR 
MARSHALL S. WOLFP 
MORRIS WCINBCRO, JR. 
JOHN r. LAURO 
HUMBCRTO J. PCAa 
BLAIR G. BROWN 
BARBARA KRAMCR MORGAN 
MARTIN S. HIMCLCS, JR.* 
SHARON L. KCGCRRCIS* 
COWARD J. M. LITTLC* 
THOMAS J. MCCKS* 
MICHACL STCVCN GRCCNC* 

ocboran j. jcrpRCY 
THOMAS B. MASON 
BARBARA L. WARD 


JOHN r. CVANB ll94|.l»aS> 


ZUCKERMAN, SpaEDER, GoLDSTEIN, TaYLOR & KoLKER 

attorneys at law 

1201 CONNECTICUT AVENUE. N.W. 

WASHINGTON. O.C. 20036 
(2021 778-1600 

TCLtCOPitP 

ac2 a>o« 


aoi south biscatnc aooLCvARo 

MIAMI. YlORIOA 33131 
13051 57901 lO 

lOO CAST PRATT STRCCT 
BALTIMORC, MARYLAND 21202 
lAlOl 3320AAA 

lOl CAST KCNNCDY BOULCVARO 
TAMPA. YLORIOA 33602 
IBI3I 221-1010 


OUT A. RASCO 
LCSLIC M. BCRCCR 
ROSCMARIC SCHMIDT 
BRYAN R. CLCVCLANO* 
MCLISSA HAMMCRSLCY CLARK 
CYRIL V. SMITH 
LOUISC A. STOVALL 
BRUCC AMON JAMCS 
RICHARD B. ROSCNBLATT 

clcanor h. smith 

CLLCN K. PISHBCIN 
JCNNirCR R. COBCRLY* 

ALAN H. SCHCINCR 
SUSAN C. RCSTNCR 
VIROINIA A. WHITCHILL* 
ROBCRT GULACK* 

NORMAN L. eiSCN 
LAURA L. VAUGHAN* 

MARIA A. STAMOULAS 
TCRCSA HALLIOAN* 

JULIC A. BCLL 
6RCGORY H. GUST 
DAVID U. GOURCVITCH 
LISA A. CAHILL* 

MARC N. BCLL 
JCCPRCY P. AORON* 

JILL M. GRANAT* 

christopncr s. carvcr* 


IIIAAVCNUC OP THC AMCRICAS 
NCW YORK. NCW YORK 10036 
I2I2I A7S6500 

September 26 , 1994 


•mot aomittco in O.C. 


wMiTcn's omccT dial numocr 

(202) 778-1810 


BY HAND 

The Honorable Donald W. Riegle, Jr. , Chairman 
United States Senate Committee on Banking, 
Housing & Urban Affairs 
534 Senate Dirksen Office Building 
Washington, DC 20515-6050 


Re: Thomas F. McLartv. Ill 


Dear Mr. Chairman: 


On June 22, 1994, this Committee requested that Mr. McLarty 
produce documents related to contacts between Treasury or RTC 
officials and White House officials regarding Madison. On July 1 
and on July 19, 1994, we wrote to your office advising that Mr. 
McLarty had produced all responsive documents. 

On September 22, 1994, we wrote and advised you that Mr. 
McLarty had recently located a potentially responsive page from his 
Day Timer-/ that had not previously been produced to White House 
counsel. We provided you with a copy of that page. 


As we explained in our letter to you of August 10, 1994, you 
have already received Mr. McLarty' s daily office calendars. 
Although Mr. McLarty occasionally lists meetings in the Day-Timer, 
he primarily uses it as a reminder to himself of things to do. 
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The Honorable Donald W. Riegle, Jr. 
September 26, 1994 
Page 2 


The discovery of that page caused Mr. McLarty to review his 
Day-Timer for the relevant time period to ensure that no other 
potentially responsive page had been overlooked. In the course of 
that review, Mr. McLarty located a page for March 13, 1994, which 
contains the entries "Altman letter (look over)" and "Altman 
letter." A copy of the relevant page is attached hereto. We have 
redacted the non-responsive entries. 

Mr. McLarty has no recollection about these entries. However, 
he believes the entries could refer to one of the letters that 
Roger Altman wrote to Senator Riegle in which he supplemented his 
Senate Banking Committee testimony of February 24, 1994. 

Please feel free to contact the undersigned if you have any 
questions regarding this document. 



William W. Taylor, III 


WWT/mb 

Enclosure 


ln^\S704\riegle.hr 


1759 



1760 


KOGCR C. ZUCKCRMAN 
MARK W. FOSTER 
ROGER C. SPAEOER 
SRUCE GOCDSTEIN 
WILLIAM W. TAYLOR Ml 
PETEK K. KOLKER 
ARTHUR K. MASON 
STEPHEN H. GLICKMAN 
ROnalo S. RAViKOrr 
M'CMAEL R SMI^N 
HERBERT better* 

MICHAEL S. PASANO 

anthonv Thompson 

NELSON c. COHEN 
STEVEN M. SALKv 
COWARD C. BERKOWIT2 
JUDITH STURT2 KARP 
DONALD J. MrCARTNCY 
ERIC r. FACER 
MARSHALL S. WOLFF 
MORRIS WEINBERG. JR. 
HUMBERTO J. PCAa 
BLAIR 0. BROWN 
BARBARA KRAMER MORGAN 
MARTIN S. HIMCLCS. JR.* 
SHARON L. KCGCRRCIS* 
COWARO J. M. little* 
THOMAS J. MEEKS* 
MICHAEL STEVEN GREENE* 
DEBORAH J. JEFFREY 
THOMAS B. MASON 
BARBARA L. WARD 
LESLIE M. BERGER 
CYRIL V. SMITH 

JOHN F. EVANS ll9Ai <96e> 


ZUCKERMAN, SpAEDER, GoLDSTEIN, TaYLOR & KoLKER 

attorneys at law 


1201 CONNECTICUT AVENUE, N.W. 
WASHINGTON, D.C. 20036-2638 
(202) 778-1800 
’CuecoAten 
• 202 > 822 8106 


201 SOUTH BISCAYNC BOULCVARO 
MIAMI, FLORIOA 33131 
«305i 5780*10 

lOO CAST PRATT STRECT 
8ALTIMORC, MARYLAND 21202 
<4iO> 3320AA4 

lOI CAST RENNCDY BOULCVARO 
TAMPA, PlORIOA 33602 
•8i3i 22I IOIO 

MIA avenue or THE AMERICAS 
NEW YORK, NEW YORK 10036 
■ 2l2> A7»«SOO 


February 9, 1995 


GUY A. RASCO 
ROSEMARIE SCHMIDT 
BRYAN R. CLEVELAND* 

MELISSA mammcrslcy Clark 
LOUISE A. STOVALL 
BRUCE AMON JAMES 
RICHARD B. ROSENBLATT 
ELEANOR M. SMITH 
ELLEN K. riSHBCiN 
JCNNirCR R. COBCRLY* 

ALAN H. SCHCINER 
SUSAN C. HESTNCR 
VIRGINIA A. WHITCHILL* 

ROBERT GULACK 
NORMAN L. CISCN 
LAURA L. VAUGHAN* 

MARIA A. STAMOULAS 
TERESA HALLIGAN* 

GREGORY H. OUST 
DAVID U. GOURCVITCH 
lisa a. CAHILL* 

JCrrRCY P AORON* 

JILL M. GRANAT* 

CHRISTOPHER S. CARVER* 
SHERYL G. GOLDSTEIN* 
CHRlSTYNO L. HATES* 

WHITNEY rox* 

RCBCCA SANCHCZ-ROIG* 

KELLY S. AUSTIN 
lORCN C. BCNOALL 
•not AOMITTCO in D C. 
writer's direct dial number 

(202) 778-1848 


BY HAND 


Neal Kravitz 
Special Counsel 

United States Senate Committee on 
Banking, Housing and Urban Affairs 
Dirksen Senate Office Building 
Room SD-534 

Washington, D.C. 20510-6075 

Re: Thomas F. McLartv. Ill 


Dear Mr. Kravitz: 

It has come to my attention today that due to a clerical error 
a couple of the dates contained in a letter we sent to the 
Committee on September 26, 1994 were inaccurate. Our September 26 
letter related to Mr. McLarty's responses to the Committee's 
document requests. I set forth below the correct information. 

On June 22, 1994, the Committee requested that Mr. McLarty 
produce documents related to contacts between Treasury or RTC 
officials and White House officials regarding Madison. On July 1 
and on July 19, 1994 we wrote to your office advising that Mr. 
McLarty had produced all responsive documents. 
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Neal Kravitz 
February 9, 1995 
Page 2 


On August 3, 1994,-^ we wrote and advised you that Mr. McLarty 
had recently located a potentially responsive page from his Day 
Timer that had not previously been produced to White House counsel . 
We provided you with a copy of that page on August 3 

The discovery of that page caused Mr. McLarty to review his 
Day Timer for the relevant time period to ensure that no other 
potentially responsive page had been overlooked. In the course of 
that review, Mr. McLarty located a page for March 13, 1994. We 
provided you with a copy of that page on September 26. 

In sum, we have written to the Committee on four occasions 
regarding Mr. McLarty' s responses to document requests (July 1, 
July 19, August 3 and September 26) and have provided the Committee 
with two pages from Mr. McLarty' s Day Timer (a page dated February 
2, 1994, which was provided on August 3; and a page dated March 13, 
1994, which was provided on September 26) . There are no other 
letters or Day Timer pages. 

I apologize for any confusion. Please feel free to contact me 
if you have any questions. 


Very truly yours, 
Leslie M. BergeW 


LMB/mb 

d:\attoraey\lmb\5704\kravitz.ltr 


Our September 26 letter incorrectly identified the date of 
this letter as September 22. There is no September 22 letter. The 
correct date is August 3 . 

Footnote 1 of our September 26, 1994 letter referred to a 
letter of August 10 . There is no letter of August 10 . The 
footnote reference is to the August 3 letter. 
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THE WHITE HOUSE 
WASHINOrON 


July 1« 1994 


YTS rscamw 

cordM 
Clurie 

ooualttSt on sanklnfi Bouoing, and mrban Attairs 
Uaitad stataa Sonata 
Washington# D«G. 90510 

Daar Ns. Cordas: 

By lattar datad Juna 39, 1994, Ghalrnan Rlagla and Sanator 
D'Anato vrota to na and eaguastad that z provida oartain raoorda 
to tha Oonlttaa on Banking, Housing, and Urban Affairs in 
oonnaotion with haarings tha Coaodttaa will hold purauant to 
Sonata Basolution 999 ■ 

All of ny doounanta raaponaiva to tha raquaat ara Whita 
Housa doounanta that z hava providad to tha Wuta Houaa Oounaal^a 
Offloa. I undaratand that tha Whita Houaa oeunaal'a Offioa will 
ba dalivaring any such raaponaiva doounanta to tha Oonnittaa. I 
also undaratand that tha Whita Houaa counaal'a Offloa will ba 
providing tha Oonnittaa a Hat idantifying vhioh of tha doounanta 
baing produoad ara fron ay filaa. 

Thank you for your attantien to this nattar. 



Sinoaraly, 



Staiftutti R* Nauairth 

Aasooiata counaal to tha Praaidant 


oo: Jana sharbuma 

Spaoial Aasooiata counaal to tha Praaidant 
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NEW VONK. NEW YORK 
DENVER. COLORADO 


ARNOLD & PORTER 

1200 NEW HAMPSHIRE AVENUE. N.W. 
WASHINGTON. D.C. 20030-6885 

I20CI S7E-O700 


LOS ANOELES. CALIFORNIA 
TOKYO. JAPAN 


JAMES F. FITZPATRICK 
DIRECT LINE; 12021 S72-M78 


C«MX:-M»OW 

FAcsmu: laoBi s7^S7ao 
TCLCXaS2733 


July 1, 1994 


VIA MEggEHgER 

Ms. Kelly Cordes 
Chief Clerk 
United States Senate 
Committee on Banking, Housing 
and Urban Affairs 
534 Dirksen Senate Office Building 
Washington, D.C. 20510-6075 

Dear Ms. Cordes: 

This is in response to your June 22, 1994 letter 
to Bernard W. Nussbaum. 

On behalf of Mr. Nussbaum, we enclose copies of 
documents that we have numbered NOOOOOl-46. They 
represent the documents in Mr. Nussbaum' s possession 
that relate to communications between officials of the 
White House and the Department of the Treasury or the 
Resolution Trust Corporation relating to the Whitewater 
Development Corporation and the Madison Guaranty Savings 
and Loan Association. The originals of those documents 
are in the possession of the White House. 

Mr. Nussbaum does not have any documents that 
relate to the Park Service investigation into the death 
of Vincent Foster or the way in White House officials 
handled dociunents in the office of Vincent Foster at the 
time of his death. 

Nr. Nussbaum will be represented in these 
proceedings by La%nrence B. Pedowitz and Robert B. Mazur 
of Wachtell, Lipton, Rosen & Katz, 51 West 52nd Street, 
New York, New York 10019 (212-403-1000) and by Peter 
Zimroth and me in our firm. 


^—Sincerely, \ i 

Jmea F. Fitzpatrick /\ 



THE DEPUTY SECRETARY OP THE TREASURY 
WASHINOTON 


(XSURY 




II 




1766 


fntfiUMwk 

Th* dedHCtlont Mvtd dim mom 

IlMO to taxes. Mr. OiRun Mitf to tad 

Mr wiit wrre irviewtog itoir in 
and wcui^ .-ipay ta« aawnt., 
whidi hrt Ur>«r. Suaan P. ItottaanJ 
described u an "honest errar.” | 
Brfori Che Times article was petoH 


quests for tniervicws, losiaad reuinms 
lawysra to answer aucsttons about tto 
antarpnse. The lawyers were inters 
viewed for several hours to pence end 
several hours by telephone and pro> 
vM IS to 20 dooiflienta. 

in an interview m Tto Aitsnaas 
Democrat Caxet» today. Mr. MeOou* 
gal.sras quoted as sayiaa that the Chn* 
tOM did noditog improper and that 
not^r he nor his uvtoas and lean got 
pr efefe m ial tmunani trom state tag* 
ttletors. ^ 

In i saparaie sMtemam m Mr. Oto> 
ton‘a newt cooftrenee today. Sam 


Extended Paga 


Bauer, Mr. McOougjM'i lawytr. aaM to 
'appaUadandairruniad by ttoi 

^ttona and redUcss dlarig^ of 

ttofeeu by Ito New York Tlmeeend 
Ita repofsar. Jeff Oerth.** 

Me aald that any atogcatton that Mr.| 
MeOmigal taed money from Madison 
Ouaramy to aubaldtsa the aintansv 
ponton of the )«tot pannwraMp **is not, 
only ftlse but proboMy actkaable by 
Mr. McDot^*' 

Mr. Mtoier said to Ito sutenMitt Chat 
therawaa "Ml link between WMtewatar I 
Daveiepment Company 
Guaranty Savings and V 
The Tiiaee antola cited recordsl 
shewing that to ISM, whan WMta* 
waiar’a aeceom at Madiaoa 


liipitoitwctata^MadiaanMaitoi- 
'tog, toi ailiuate of the savtoga and leaa 
that dartved tta reveaua f ram Ito toaih 


, Hit anicto also called euenttoa to 
[Mr. CUmoo's appetotmem ef •evariy 
Bassett Schaffer, a lawyer m a firm 
that had rtpresentad bfadlsen Ouaraa* 
ly. at State Securittoi Coramtssionerat 
a URM when Che tostiniuon faced pessl* 
bit ctosun by tht suit. 

Today Mr. ainton said hto appete^ 
lag Mrs. Schaffer was not a way of 
aidito Mr. McOeiigaL **l had no eon* 
tact with her whatsoever en tide end 
neither dW my Wife have any comact.'* 


Mrs. Schaffer, to a sutamem atoe 
relaaaed by tto campaign, ♦nn e um d. 
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"To: 


AJuSS bAom 
Qa{s>^^ Ac'Tm.Aa/ 
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rntmi ihtt 

The dfduatoni Mv«d ihtn «bw( 
tl.000 in taxcf . Mr. Oimon tud Iw and 
Mr wife were revtrwtn« iheir tax 
record* and w*;;-: .tpay lat vsnmu 
wnidi htf lawyer. Suian P. ‘nior 
described aa an "hoimt enw.'* 

Before the Timte articit waa puP> 
Maned, the Ointeoa turned down re> 
questa for interviewa, instead rttainied 
lowyari to anawtr quesliona about the 
emtron.<e. The lawyar* were inter* 
vieweo for Mverai boon in person and 
several hour* by teiephon* and pro* 
vtded 15 to 20 documents. 

la an interview in The Arfcanaaa 
Democrat Catctie today. Mr. McDou* 
tal waa quetad aa sayuift that the Qia* 
tona did noOunc impropar and that 
naliMr he nor hia aavutga and lean got 
preferential treatment from aiata re:g< 
ulctera. 

In a separate autement at Mr. Ola* 


Extandid Pago 

aUedadona and peekiaaa disregard of that dartved Ita revenue from the xwu* 

V W.»i« »S" .nki. .I» .twwo. » 

Mr. CUotoo't appoinunam of Beverly 
Bassett Schatfer. a lawyer In a firm 
that had repreacmad Madison Ouartn* 

S^7.£ 

Mr McDouxaL" I cteaupe oy the auta. 

Mr. Heu^id M tha autement that Today Mr. Climoa saM Ms appofat* 
tfierawaa 'fiounk between Whitcwaiarling Mra. Schaffer waa iw • way of 
Develepmcnt Company and Madison (uding Mr. McOougaL ** I had no coo* 
Guaranty Savings and Loan." : tact with her whatsoever on this ana 


Its poponor, Jeff Oenh." ^ . 

He ttld that any sou»^ 

McOouiiai used money from Madison 
Guaranty to aubsMiza the Qintona'I 
portioa of the |Oint partnership ‘*u w 


The Tlmaa ariici* cited rewda 
thewlna that in IPM, whan White* 
water's account at Madison was over* 


ton e news conference today. Sa«| drawn, money waa depoilied to maxa 


neither did my wife have any conuct." 
the candidata said. 

Mrs. Schaffer, in a sutement also 
released by tha campaign, c o nc ur red. 


2 . 1 
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FAX TRANSMITTAL 



Office of the On^ CoumI 
VSEPMLTMStfT OF TBB TltBASURY 
1500 Peaniyhvjiit Ave., N.W., Room 3000 
Washingtoo, DC 20220 
nUphone: (?02) 622-0287 
FAXt (202)622-2882 


DATE: fSf.J /f7V 

TO: " -7^/-. PABES TO FOLLOW; 


Fanvrt. 


SaSOECTi J^2 Sk 

Addnsiee FAX No.; OnnflrTMite B No.: 

Nous ml 9peeM bttPualoiB: 
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U.S. HOUSE OF REPRESENTATIVES 

eOMNUTTO ON BANMNa raMMCf AND Uft^ 

ONI HUNOMD TMMO OONOlKlf 

am RAYBUfM MouBBomci Bimomo 

WAIHINOTON, OC aOSli-iOiO 


February 1S04 



Mr. Regsr c. Altaan 
Xnturim CEO 

MDPlutloa Truot Corporation 
801 i7tn sarootr NW 
tftahlngton, DC 20434 

Oaar Nr. Altaant 

X am in raeoipt of your Fobruary i, 1004 rooponao to tha lottor 
iaitiatad by Saaato Kapublieaa laadarablp eeneaming Kadiaon 
eavinga and Loan and Z am ploaaad to loam tbat tba rtc **viXl 
vigorously pursus all appropriato raaadiaa* with rogard to 
Nadiaon^s failuro. It mmmmm salf-apparant that in ordsr for tho 
KTC to pursus vigorously all rsmadias it must hava all rslsvant 
information at its disposal. Aoeordingly, I urgs tha RTC to soak 
and ravisv all Hhitavatsr Osvslopasnt Corporation doounants turaad 
ovar by tha fihita Housa to tha Justiea Oapartaant. 

Xa its invastigation of Madison# tha Minority has uncovared links 
batvaan Madison and Nhitsvatar# sosa of which may hava contributad 
to tha thrift's failuro. Hot only did Jamas and fiusan MeOougal 
hold aignlf ieane owaarahip inSaraaS la tooth antitlas (approrlmatsly 
two thirds in Madison and ena half in Whitawatar)# but tha ethar 
joint ownars of Nhitavatar (Bill and Biliary Clinton) appaar to 
hava banafitad diraetly and indiraotly from tha application of 
Madison rasoureas. (Baa tha attaohad aarno.] 

Zf tha Nhita Housa cheosas to usa tha Justice Oapartaant to shlald 
whitavatar deeuaants not only from tna public and Conorass# but 
from othar govammant aganoias# such as tha RfC# which hava 
lagitiaata public lav anforcamant rasponsibilitias# it is hard to 
balisva a rasponsibla rasolution of tha issuaa involvad can ba mada 
by regulatory authorities. 

X hava high ragard for your personal intagrityc but as you knoVf 
from tha beginning# it has baan an awkward situation to hava a 
prasidantially appointed and eonfiraad officer of tha Treasury 
Oapartaant also head an indapandant fadaral aganoy, tha Resolution 
Trust corporation (RTC) • Uhan this prospect was first suggested at 
tha bagiimng of tba Clinton Administration# it did 
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Mr. Rogtr C. Altaan 

Ptg« a 

P«bruary 3, iif4 


not atriko tho Klxiority aa overly unreasonable for a Bonth or two 
given the faot that no RTC head had been selected. 

However, it has been over a year sinoe the Adminiatratlon has been 
in office and it can only be deeeribed as strueturally unseeely for 
a political appointee of an Executive branch depastaant to make 
what are in efface, lav enforcement dseisiene for an iadependeat 
federal agency as they may toiieh upon the President. 

Accordingly, I would urge that you request from the oepartaent of 
Treasury's General counsel and Ethics offics advice as to whether 
wu, as interim CEO of the BTC, are obligated to recuse yourself 
from any decisions concerning the resolution of Madison Guaranty. 
Just as tho special counsel lav was designed to relieve the 
Attorney General from an ethical dileana of being both chief lav 
enforcement officer for the nation and chief legal advisor to the 
President in circumstances when the President or a high level 
Administration officer is the subject of investigation, so it veold 
appear ethically questionable for a political appointee of the 
Department of Treasury to make decisions for an independent federal 
agency when the President may be implicated in enforcement and 
civil actions. 

Zn this regard, it should be clear that the issue is net whether a 
presidentially appointed official can overses an investigation 
involving the President. Rather the issue is that officials with 
this responsibility should be confirmed for the job with that 
particular accountability. As you will recall it %ms a politieal 
appointee confirmed by the Senate that issued a cease and desist 
order for engaging in conflicts of interest against the son of a 
former President. 

As you know, despite your strong letter to the Chairman of the 
House Banking coamittee rseommandihg against extension. Congremm 
last year extended the statute of limitations for eivii lawsuits 
brought against SSL wrongdoers. As you pointed ^ut in your asot 
recent letter, this extension "has afforded the RTC an opportunity 
to investigate further any civil claims which may be asserted 
against inuviduals or entities associated with Madison Guaranty 
for fraud, intentional misconduct resulting in unjust enrichment, 
or intentional misconduct resulting in substa nt i a l loss to the 
institution." Given, however, the ii^ending running of the statnte 
of limitations for certain kinds of actions, time is clearly of the 
essence for the RTC to make judgments about civil accountability in 
the failure of Madison. 

Pinally, X would like to reiterate my request, pursuant to Rules X 
and xz of the House Rules for all documents related to M a dis o n 
Guaranty Savings and Loan, Little Rock, Arkansas. As vou know. 
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Mr. Rogtr c. .Altsan 
Ptg« 3 

Ftbrumry 3, 1994 


on DfteaBbu: 9« 1993, z vreta the RTC raquaating aocasa to all 
doeuaanta ralatad te Nadieoa Guaranty and ita aubsidiariaa. 

Houaa and Comittaa Rulaa, Rouaa praetieaa, and judicial praeadant 
auppert the proposition that the Ranking Minority Maabar ia the 
functional counterpart to the Chairvan for COBBittaa action. Thia 
baing the caaa, a raquaat for doounonta nada by the Ranking 
Minority Maabar has parallel standing with a raquaat made by the 
Chairman of the Comaittaa. The Ranking Minority Member clearly has 
a voice in the procaaa and ia entitled to information that will 
enable the Ranking Minority Member to carry out hie 
constitutionally mandated ovaraight reeponsibilitiaa. 

Therefore, the coxirtaay of a definitive reply to this document 
request is requested by 12 neon, Monday, February 7, 1994. on thia 
matter, it is urged that you also consult with the Ethics Office as 
te the relevance of the previously discussed recusal issue. 

Again, let me stress that to the degree a conflict situation may 
exist in this matter in no way reflects on your personal integrity. 
It is si^ly an awkward cireunstanee in contrast to a personal 
embarrassmeat. 



JAL:gp 

Enelosure 
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HINOKJ^IDUll 


TO : Congr •Bsaan ,,LBaeh 

FROM! Banking Minority staff 

R£i Madioon Guaranty ("Madison”) 

In raviaving doeu&anta ralated to Madiaon in tha posaaaaion of 
Minority Banking, va Kava ooaa aeroaa aatarial vhioh nay indioata 
direct payment of a loan of Bill Clinton^ a by Madison through a 
subsidiary# 

Sines tha Minority's investigation is coneamad with tha possible 
misuse of federally insured funds to aasist Mhitevater and/or the 
former Governor, we thought ve should share the following 
information with you# 

atnoouiY 

Baaed on documentary evidence available to tha Minority/ it 
appears that Madison Marketing served, in at least one instance | 
as a conduit of funds from Madison Guaranty to Hhitavatar and 
Governor Clinton# Zf this ia correct, it vould appear that 
insured funds from the failed Madison Guaranty were diverted and 
directly benef ittad the Governor and his investment in 
Hhitavater, a olaim Clinton had denied# 

DoeoMmTaTZOM 

a Zn 1983, Bill Clinton obtained a loan from Security Bank of 
Baragould, Arkansas for approximately $30,800 (lean #979- 
98B, Bill Clinton)# The money from thin loan was used to * 
pay off the remaining balance of a loan at Madiaon Bank and 
Trust of Kingston, Arkansas that was provided for tha 
purpose of constructing a nodular hone on lot #13 at 
Whitavatar Estataa# The loan at Madison Bank was provided 
in 1980 to Hillary Clinton in the amount of $30,000# 

e on Kovamber 8, 1985, Jamas McOougal sent a letter 

accompanied by a check to Charles casqpbeii, vies President 
of security Bank of Paragould, for $7,322#48. The latter 
from McDougal states that the cheek is principal and 
interest payment on "Kete #957-585, Bill Clinton#” [Hotel 
Zt appears that the loan number is a typographical error 
with tha superimposing of numbers 5 and 7 in the first three 
digits#] 
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* Th« check McDougeX enclosed with his letter to Mr. Campbell 
is a Mhitowater Devalopaent Corporation cheek dated Hovember 
7 1 1985. The loan number reterenoed on the memo portion at 
the check is "Mote #975-985 

e According to the check ledgers for the Whitewater 

Oevelops'^nt corporation (WDC)« the corporation's checking 
account nad tne following balances f $189.50 on 10-10-65; 
and, $1^.49 on 10-31-65. However, in order to cover tte 
payment of $7,322.42 on the Clinton loan, a deposit is 
recorded on November 6, 1985 in the amount of $7,500.00. 

The deposit is listed as coming from "Madison Marketing." 

• A 1986 Federal Hone Loan Bank Board exam gives the 
impression that Madison Marketing was largely a sham 
corporation used to divert federally insured resources to 
insiders. The exam notes that "OntiL 1986, Susan McDougal 
owned Madison Marketing." The report also states the 
followingt 

"Madison Marketing is paid for doing all the general 
advertising for Madison Guaranty and most of the 
advertising for Madison Financial's land development 
prolects. All of Madison Marketing's business is 
derived from Madison Guaranty or its subsidiaries. 

Since 1983 these payments total $1,532,000." 

"Given the evidence of Madison Marketing's invoices, it 
is questionable how much of these advertising services 
are actually performed by the firm. The actual work 
... appears to be performed by others. It would appear 
that Madison Guaranty could have an employee perform 
similar work for much less money." 


"NT. Latham Ctn officer of Madison] stated that Madison 
Marketing made no payments to any stockholders. This 
statement is false. As part of a test for such 
payments, the examiners discovered two remittances from 
Madison Marketing to Susan McDougal fa large 
stockholder of Madison] which total $50,000. This was 
a test, and there nay be additional payments." 

eOMOLUSXOV 

Given the above eireumstances. it would appear that federally 
insured deposits (i.e., funds from Madison Guaranty through 
Madison Marketing) , which, with the later failure of Madison 
became, in effect, taxpayer obligations, were transferred for the_ 
direct personal benefit of the former Governor. 

The above payment also raises the question of whether Whitewa^r 


N000015 
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%ras trtattd as an affiliats or rslatsd intsraat of Nadison 
Guaranty and thsrstora subject to conflict of interest statutes. 
From a legal perspsotlve# it could be argued that the KoOougals' 
controlling interest in Madison Guaranty and their substantial 
ownership interest in Whitewater could qualify Whitewater as an 
**affiliate” of Madison Guaranty. Sven if Whitewater is not 
oonsidered a subsidiary, related interest, or affiliate of 
Madison Guaranty, suoh an extension of funds to a presunably 
**unaff iliated" entity would be very unusual and suspect. 

Zt has been publicly reported, with respect to this loan 
repayment, that both Whitewater and the Clintons took a tax 
deduction related to interest paid on the same loan — which the 
Clintons later recognized as improper double deduction after an 
article ran in the New York Times . What remains unclear is the 
larger question of whether the funds provided by Madison to 
reduce the Clinton's liability were proper .or properly reported 
as income for income tax purposes. 

As you 3cnow, we have received broad bints from within the RTC 
that the agency has had under review money transfers from Madison 
to Whitewater. We will not knew whether this type of activity 
was more pervasive and pact of a larger pattern unless, and 
until, the agency provides us the documents we have requested. 

If Madison provided any direct or indirect assistance to 
Whitewater, presumably half the value of such would redound to 
the advantage of each of the half owners. Zn any regard, the 
above money transfer underscores that then Governor Clinton had 
personal liabilities reduced by a payment from Nadison. suoh 
payment presumably carries ethical as well as tax implications 
and is part and parcel of the $47 to $60 million estimated 
tas^yer loss at Madison. 


Attachments 
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P.O. JO 170 PARAaOOlO. ARKANSAS 724S0 

fOMlMITt 


30, lots 


Govtnnr BUI Qiacon 
1100 Cinur 
UctUBodc, AR 72205 

Oiar Govtinor aiscea: 

Sttfilos«d is ft KOff of our diftck #12677 ia th« «Bai»c of 
120,000.00 repiMftntiag th« procttdft of your aocft. Ihft 
origin wu ftftUsd tot Mittsoa Bank 0 TrasB, Xiagston, 

Chariot 0. Cflqpbtll 
Vloo msidtsc 




Smw ? Wsea fiaak J Ttesc * 

3R Im siteMis ter Gar, aui ribmm 


jLW.IOP.CB 

NOT NEGOTIABLE 


•toabiaosiRii 


iT}S-Alti> 
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JIM MeOOUGAL 

P. 0. Box 1SS3 
Lieelo Reek, AxkoMoi 72203 
Nevombos 8| 198S 



Mr. Chariot D. Caopball 
Vlea Fruidaac 
Saeurity Bank 
B. 0. Bex 670 
Bara|ould, Arkaaaaa 72630 

Bat tieea #997-383, Bill Cliaeea 


Oaar Mr. Canpballt 


Eaaleaad ia a Whlta Water navalopoaat Corporatloa ehaok 


Thank you for your attantioo to chla oat tar. 



JM/sf 

Eac 
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Wmiit Watch Ocvclohmcmt 

COHHQHATION. iNC. 


.000145 


umc nsM* ^ 


//--Z.-! 19 rr 






Q | jy^CaiiMr 


<»l.l?v;4 2i! i jl 
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7. 4M UCMft At All rtUVAAt CitAl «i| ut frtitIfAC IIIA 

OitAf Utmtivt effletf tf NKiiM OttAitRiy tiA a MMAr oi itt 
Itifi of Oittetorti abA a iMfetr of tM BoaiA tf OiftAiAft ui cAt 
iBAfftAty of me. 

•• fllioa MOAOttfOl «U AC aU rtiOVAAt tiBOO vift Al Jabao •• 
WAlBUtl. BABOor of too lOAfA Of 8itAft0tA Of MA t O OO OOArAAty* 
f rOtUOOt of BAAitOa ilAl lAUtO# A AivitiAB. Al MffC. U4 f tOOiAABt 
of flHiftr MABAttlAf • o AAffoiAA froAiAof 10 BoAifoo AnArtAiy aaA 

me. 

f . BaAIaAA tOAl 8A1A1A «AA A tOOl AilAtO AfOtOt^ OfOtAtiAA 
«ABAA AAA AfOrAlH Of NAA4AAB fiAABAUl Ota iU ftiAAipAA OfOAOf 
MSOAfAl* 

If. MAAIAAO NAfkAtUf BAB AB AAtOftiOUf AfOOtf UfOOfA 
OAiife fiAABOlAl AOA MlAttOf OHAtAAtf fBlfAffoA All Of ItA 

AAtorfliiOi fOf itoolf AAA M*I fOAl hum AOOO l i f M OU . 

U. JU« fOflA aaA liU IMIH C*IIAiif •fiUUA«l otto fOAl 
MUU AfHM AAA/Of AOftUfHA fU MAilM lAAl IfUM. «BB AOU 
fftlBitf Afi fOHitoA oH HWtllT o^ l l H H f HA^At i ffO t OB M it 
lAH fffOA MAAiAAA fUO Ml i l . 

18* ftOAt A CMilBy fBIfOtUA M MtOO Af iBAAfiOA U f 
ABAiMf Of HAiAii AHIABBf AAA iU BOOH lUlUA •oHiAiAff 
. RiiiiH fliMftr* fit tot fHff IMA AAA 1MI» 

U. mm »• MforA AB AU ftlifau umb am bob HAii ah 


MifBAtf AaAlt. 

lA. fOAHAl IM UBA mm MMA IfUrt U I8i fflMfl 
fHotol rofoUtOf H MAitAB Mit Mt y * IBM OAA AOAff AfAt of IH 
filAfAl IBM UAA IBM H MUM MiA^ M AitAM ABpAfAiAAfl 




Al U: 


ABiAOMBi U fBAfAM BBA i HB t M Bi MitlAM U BlAB lA 
ftAAl A Ctmm OiAlAAH OBAMBUf MABffH 
iMAAfl u IBMBHIM AIM AM AaAIU Af. aH 


AbAIUA 







1787 



OMktt aa. rwi 


!LnL^ic.af.tk« (Miiiloa* t«U kr HUUn riiuiieiai U >U41>MI 
eJf2r^**k'iii«tiu««tir •“ •* **• kMiMM-ino 

iimm rlaMcUla 


Nfiir of the Mitt, ohieh 

Xatftitty ttttncitlly ftttlnM **'• 

tcMiawtona kaaauaa U lalir ttwaca* >*»««. 

Itlot eoMlttlont* Thotr .Mt4ltt« Catciotf • fttUltt MMtloetctil 

«aaaiiaa U latalata «ha a.«a awtithla fUka V. 

(aaa «a thaaa laaUWaala. U aaiUloa. *•” 

kaal Catata wea aaa4 aa 4«<«» »a»~ata •"..'ll ViVlV. Il'lSJ 
aaiahaaat U a. aaaaiaat •ittmft lo 4U|«tf« ““ tua4ta< -at gka 
patehata ky Ma41aaa Caaaaacy aa4 Ua aukaUtaalaa. . 

Hataaa. :leOoB»al ai>4 Utlia- altad , 

>.4atal Umm Uiaa ap»a aC OalUa iayataJao.y M?««. «« .» V* ”**.^*.* 
ray «aal aatata a»laa aaaaiaaleaa ta **«*^*” ^*1,?;*“ ,• 
this lactaa la pait. aaka tha^ tka -? »V* _ •* °M^ * **,*__. !**** 
Inaacanca «aaalatlea SM.> aHieh (a aUa4 akaaa la tkla cap-~ - 
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a 
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n%f^ 


1. HtOiton Mtrkttiwt 


Htfltm. MtcMclof It fti4 tor Mln^ ill 

Kfltiton-fioattnty tot oott ,^^!!? ra!Zi! ij ! 

taiiO aootloraoiit oro)teCfl* All of *J**i**",********i?* * t it V tSLoI "" 
alitUoil fro. Mtflitofi CatrontT •* 'Ut tuMUitrtto. 
fktftiooco cotti SI.51f.tHKl. 'Mfll rikcoory IW. Sotto 
Hotitnn MtrMtiot. Ootim » fo'tl®" * *,•* 

ttroclon vttltli .00 Inttcpoetiti by Utt Aontoouth, rtfoa«*l? t-oUtt; - 
Crloiit. of Sittoa McOoottI* 

Afv lavcbo. tcttoO that tlltf ftbcoacr IfBb. NNltto Narktiio|iBtOio^ 

/ a. on» ity «4/b/o (Mint botiiioao ttl" ltr-Mt«tot riotiititl 
[ lo^bfo toftotttlofi. Moifootf, U It not iMittttt4 tt t *4lb/»VtoK 
\ tht.cooocy fotot4t. Alto» Us chot king .ttttont htt ot«orsbto» 
ctoor4o4‘ on iht bookt of MtSlton^ flotncitl. 

fiUtfi tho trUtnco of Ha4lton Nttktiing'i iovolctt, U It gottciootoio 

1 bo« .utb of tkttt i4itrtiting ttroiotf tct attntUy ytr<of«t4jbyHhr» 
rita. Thb tttoal ootk of 1i4oorfitU«, took ta t|it 4itltn»tn4k 
OtoOoetion of coMOtoialt a«4 ptovi4loi air ilM or nowtoapor tpttOt 
tppotri \r bt-pirfafoe4 ky -.ilitta. KaKltan Mtrktting tpptrnnily •'Jott' 
ptyt lUi kltlt of ocMt nrooi4tlt ao4 a44t a ISt Itt of Ut.o«ot 
CtMinrtt fttiotttO thia fat io bt tpptoaiotttiy ItOO.OQQ t Utt 'If ft* 
tt i«o«l4 tfM ■( !*»•( Ma4itoo Cotiaoty cool4 htit an toploftt ytrfoni' 
tUlItt oocfc for ootn Utt iionoy. . 

'CrO. 

’• tatthtti ttttt4 (htc Ma4iton Matkttlng nt4a no payoonit to .tn^. 
^•tnobboltort. Tbit itataonnt la falti. At a pait of t tool foc tooli**) 
’paioiaoiot tno onanintri 4ltto«oro4 two rtoitktneta fcoai Mt4lton / 
Kttkttlno to lotto HcboottI whltb total I50.00Q. ThU ott t tttt, to4 
IHovo oay bo at4lt tonal oavountt. *■ 

nsrntrnmmmtm . I — 
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Cttlintf *• ion fttlutfit conttfii«tlMi «K>«k mm »omm tf iK. 

9c»jtct« «n4* *11 fo«t •! Hip ptmwtf Mturint IIMItM- 
Citaiaiitf !•§«•. In |fl$ antf c« 4mtm U Ifli* 11*1,000 Pat aali Ur 
pprfar«a4 f«r Hatflaan <Uiataatf aM Ua tiitoaUUtita. xtia aumi 
at taaii atatata* aaiO ta Oaaiiaar'a Caaactvaaiaa an aarli for thlta- 
partf aacrowata it ankaaaa. 0ati|aot'a Coatiiutcloft atfaata ia N«a 
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BERNARD W. NUSSBAUM 

1993 October 



Updated: 2/17/94 11 K»a.fli. 
































1792 


BERNARD W. NUSSBAIJM 

1993 September 
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Tslephone Log for BEKKASD NUSSBADK 

Telephone Calls from ALTMAN ROGER Page #: 1 

02/24/94 ALTKAN ROGER 
4:40 PM 

Ph #:(202) 662-1070 no msg just wamts to speak with him. 


□ 


Home: 

Other 

Car: 


Answered Fax: 


Taken By: TRIPP 
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THE WHITE HOUSE 

WASHINGTON 

February 10, 1994 



Dear Congressman Ughtfoot: 

Thank you for your lener of January 1 1 , which asks whether public funds are being used to 
provide the President with legal assistance related to issues surrounding Whitewater 
Development Corporation and the former Madison Guaranty Savings and Loan. 

As 1 am sure you realize, an investigation affecting a sining Presideiu necessarily requires 
the official attention of the White House staff, including the Office of the Counsel to the 
President. For example, the White House has been called upon to respond to various 
inquiries from members of Congress. Similarly, members of the press have made inquiries 
to the White House. These inquiries have required responses from the White House, 
including legal judgments on matters affecting the office of President of the United States. 

As you know, however, the President and Mrs. Clinton are represented personally by a 
private attorney. No public funds are being used to compensate that attorney. Furthermore, 
no White House staff members are acting as lawyers for the President and the First Lady 
where there is no official nexus. 

Thank you for your interest in this matter. 


Sincerely. 



Counsel to the President 


The Honorable Jim Lightfoot 
Member of Congress 
U.S. House of Representatives 
Washington, D.C. 20515 
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THE WHITE HOUSE 
WASHINGTON 


February 22 , 1993 


MEMORANDUM FOR WHITS HOUSE STAFF 

FROM: BERNARD W. NUSSBAUH 

COUNSEL TO THE PRESIDENT ^ 

STEPHEN R. NEUWIRTH 

ASSOCIATE COUNSEL TO THE PRESIDENT 


M.m- B .m. r mguiiT-v.pvai=H.Mt4.wa .'? jOT4T arg tm y 


conponents * These restrictions apply with particular force where 
agencies have an adjudicative, investigative, enforcement, 
intelligence, or procurement function. Violations of these 
restrictions may result not only in significant embarrassment to 
the individual involved and the White House, but in legal 
sanctions against the individual as veil. 

The following discussion sei:s forth the restrictions 
applicable when staff are in contact with an agency. It is 
'CtiUff All ..that Y9tt-jeYie<c tnig .inatwial-garefliUY. it you t>.v. 
any questions, please consult the Counsel's office before making 
any contact with an agency. 

A. Contact with regulatory, investigative, intelligence, and 




Reoulatorv Agencies : The cases that cone before these 

agencies are of two general types: rulemaking and 

adjudicative. Both normally involve high stakes, are 
very complicated, and are extremely important to the . 
parties concerned. 

There is generally no justification for any White House 
involvement in particular adjudicative or rulemaking 
proceedings at any agency. ThfiTClore^ ftS a general 
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regard to_anvi rulcn iaking_jpend ino bcfore_that agency. 

For ruXeaaJcing proceedings at Executive agencies, any 
staff member considering contacting any agency about 
such rulemaking should first consult with the counsel's 
office. In all events, no such contacts with Executive 
agencies should be considered , nor will they be 
approved, if they imply preferential treatment or undue 
influence on the decision-making process. 

Should you receive any inquiries with regard to pending 
regulatory or rulemaking matters, you should refer the 
inquiring party to the agency involved and express no 
opinion on the issues raised. White House staff 
members should avoid even the mere appearance of 
interest or influence. 

Should an occasion arise in the course of your duties 
where it appears necessary to discuss general policy 
matters with the staff of an independent regulatory 
agency, mu should first co nsult v 1th _the Counsel's 
office to determine whether such contact would be 
appropriate under the circumstances. Such clearance is 
not required before contacting Executive agencies on 
administrative, or purely executive or legislative, 
matters. But such clearance is, required where any 
adjudicative, regulatory or procurement action is 
involved. 

The following agencies, while not an exhaustive 
listing, are regarded by the Justice Department as 
independent and should not be contacted by White House 
staff (except for routine referrals of mail or 
administrative matters) without prior clearsmce from 
the counsel’s office: 

Commodity Futures Trading Commission 
Consumer Product Safety Commission 
Federal Communications Commission 
Federal Deposit insurance Corporation 
Federal Election Commission 
Federal Maritime commission 
Federal Reserve system 
Federal Trade Commission 

Interstate commerce commission _ 

National credit Union Administration 

National Labor Relations Board 

National Transportation Safety Board 

Nuclear Regulatory Commission 

Occupational Safety and Health Review Commission 

Securities and Exchange commission 

U.S. International Trade Commission 
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The folXoving agenciea, or coaponents of Executive 
departments or ageneiea# have significant regulatory or 
adjudicative functional Accordingly, they should not 
be contacted with respect to the. exercise of those 
functions without prior clearance from the Counsel’s 
office (which clearance generally will nsL ba given for 
adjudicative actions and will be considered only on a 
case-by-case basis for regulatory actions) : 

Environmental Protection Agency 

Equal Employment Opportunity Commission 

Federal Aviation Administration 
(Transportation ) 

Federal Energy Regulatory Commission 
(Energy) 

Federal Labor Relations Authority 

Food and Drug Administration 
(HH5) 

Foreign Claims Settlement Commission 
(Justice) 

Immigration and Naturalization Service 
(justice) 

Merit Systems Protection Board 

Mine Safety and Health Administration 
(Labor) 

National Highway Traffic safety Administration 
(Transportation) 

Occupational Safety and Health Administration 
(Labor) 

overseas Private investment Corporation 

Pension Benefit Guaranty corporation 

Social security Administration 
(HHS) 

U*S. Parole commission 
(Justice) 

This list is merely illustrative. Many bureaus and 
divisions of agencies have authority to issue binding 
regulations or to decide specific claims, and the same 
rules on prior clearance from the counsel’s office _'£i 
apply for those entities as well. 

You Should be aware that the President and Vice- 
President are presently considering certain changes to 
the regulatory review process, and further instructions 
on contacts with regulatory agencies may be forthcoming 
as those changes are adopted. 

2. loygfftigetl-q and XntoUiqgDSP jyqangiBS g as set forth 
in Part fi of this section, the ban on agency contacts 
extends to the litigeting, investigative and 
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adjudicatory divisions of the Depertaent of Justice* 

The sa&e rules also apply to the Internal Revenue 
Service, the Inspectors General » the Special counsel of 
the Merit syeteas Protection Board, and similar 
components of departments and agencies with authority 
to investigate charges of aiseonduet, to conduct audits 
of specific parograaa, or to bring eoaplaints before 
courts or other adjudicative bodies* 

White House staff should also confer with the Counsel's 
office before contacting agencies with respect to 
particular individuals* While the White House office 
is not bound by the provisions of the Privacy Act of 
1974, 5 U.s.c. Sac. 552a, Federal agencies are 
restricted by the Act from disclosing information about 
individuals contained in their files • The white House 
staff should ba sensitive to these constraints. 

Agencies in the intelligence coaaunity — includino the 
CIA, NSA, OU, the Intelligence Division of the FBI, 
end the intelligence components of the military 
services — report to the President through his 
Assistant for National security Affairs. These 
agencies should not be contacted directly without 
coordinating first with the Asaistant for National 
Security Affairs — and, where isauea of individual 
privacy arise, with the counsel to the President. 


Procnireia ent Agencies s In recent years, the public has 
become increasingly sensitive to allegations of 
improper influence in the awarding of government 
contracts • 




mi T M TT i m \ 


financial interest . This is true not only with respect 
to calls or contacts in which influence is directly 
exerted, but also as to so-called "status” calls or 
other communications which might direct the attention 
of the procurement officer to the fact that a White 
House staff member has an interest. 


There may ba occasions when the White House has a 
legitimats interest in information about procurement 
metters. in such instances, however, any communication 
should be made only by parsons who have no direct 
interest themselves, and whose friends or associates 
have no such interests. It is advisable that the leek 
of such interest be made known to those receiving the 
oemaunication so that unintended inferences do net 
arise* Moreover, to the extent poeeible, infomatien 
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about a procurement matter should be obtained after the 
contracting procedure is completed, or should be 
obtained from persons not involved in the decision* 
making process* To avoid the appearance of conflict 
and subsequent embarrassment, White House staff members 
who feel they must contact procurement agencies with 
regard to pending matters should first contact the 
Office of the Counsel to the President. 

B. Communica tiona with the Depar tment of Justice 

As we are all aware, it is imperative that there be ptiblic 
confidence in the effective and impartial administration of 
the lavs. Political figures and others may seek White House 
intervention in pending criminal and civil matters, but it 
undermines the administration of justice if the White House 
even appears to be interfering in such cases. 

The following procedures have been established for 
communications between the White House staff and the 
Department of Justice. 

1* Any written or oral communication to the White House 
concerning particular pending Department of Justice 
investigations or criminal or civil cases must be 
directed immediately to the Coimsal to the President* 

If appropriate and necessary, the inquiry will then be 
transmitted by the counsel's office to the office of 
the Attorney General or the Deputy Attorney General* 

HO other member of the White House_staf f jshould _dl8eu3s 
,criningi.gy„?iyU-jattgr.,gith private 
indiy_idual3 or orqanirationa. ^r JwitlL the J3epartment of 
Justice . 

2. All requests for formal legal opinions from the 
Department of Justice must be directed to the Counsel 
to the President, who will in turn forward such 
requests to the Office of the Attorney General or to 
the Assistant Attorney General in cha^e of the Office 
of Legal Counsel. 

3. Members of the the White House staff may communicate 
directly with the Department of Justice with respect to- 
policy, legislation and budgeting matters. 

C. Sfigununications vith_the Departmeot_or_th_e _lrea3urv 

In light of the sensitive nature of matters before some of 
the component agencies of the Department of the Treasury — 
such as the Office of Comptroller of the currency, the 
Internal Revenue Service, the Bureau of Alcohol, Tobacco and 
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Firsorsa^ and tha Sacren Service — the following proeedurea 
have been eatabliahed for coaminicationa between the White 
House staff and the Treasury Departaents 

1. Any i/ritten or oral coemunication to the White House 
eoneeming pending investigations or oases must be 
directed to the counsel to the President. If 
appropriate and necessary, the inquiry will then be 
transmitted to the Office of the Deputy secretary of 
the Treasury. 

2. All inquiries which concern or may concern rulings on 
pending applications, regulatory actions or 
adjudications must likewise be directed to the Counsel 
to the President for transmittal, if appropriate and 
necessary, to the Deputy Secretary (although it is 
unlikely that inquiries with respect to adjudications 
or to so-called **private" rulings will be considered 
appropriate or necessary) . 

3. Other than for routine **tax cheeks" in personnel 
matters, requests for tax return information generally 
will net be favored. All requests involving tax ratnxsi 
information must be directed to the counsel to the 
President. If the information is deemed essential and 
if permitted by the internal Revenue Code, such 
requests will be forwarded to the Deputy Secretary of 
the Treasury (except for routine "tax chec)cs", which 
will be processed under our existing procedures) ; 

4. Requests for information or statistical data of a 
routine nature and comments regarding policy, 
legislation and budgeting may continue to be handled 
directly by White House staff and appropriate Treasury 
officials. 

D. Procedures Governing Presidential Review of 
International Aviation^ Decisions 

Executive Order 12S47 (February 6, 198S) seta out procedures 
for Presidential review of international aviation decisions 
pursuant to Section 801 of the Federal Aviation Act, 49 
U.8.C. sec. 1461. Section $ of the Executive order 
prohibits individuals within the Executive Office of the 
President from discussing Section 80l cases — these 
involving international aviation — with outside parties, 
and requires such individuals to refer written 
ceamunications on Section 801 cases from outside parties to* 
the appropriate office outside the Executive office of the 
President. White House staff members should refuse to 
discuaa with interested private parties cases subject to the 
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President's approval under Section 801, and should refer anv 
written coanunications concerning sueh eases to the 
Counsel's office for appropriate referral. 

Purely doaestic aviation decisions not subject to 
Presidential apparoval under section 801 would typically be 
Qovemed by the general policy against White House 
involveaent in particular adjudicative natters. You should 
consult with the Counsel's office before discussing such 
cases with interested private parties or Government 
agencies* 


* * * 

The matters covered in this neaorandum are intended only to 
improve the internal management of the Executive Branch and are 
not intended to create any right or benefit » substantive or 
procedural, enforceable at lav by a party against the United 
States, its agencies, its officers, or any person. 

Please cooperate in observing the guidelines discussed 
above. If you have any questions regarding these procedures, 
please contact the Counsel's office* 
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THC WHI7C HOUSE 
WASMINQTON 


March 9, 1993 


MEMORANDUM FOR ALL WHITE HOUSE STAFF 

FROM: BERNARD W. NUS8BAUM 

COUNSEL TO THE PRESIDENT 

STEPHEN R. NEUWIRTH — 

ASSOCIATE COUNSEL TOT THE PRESIDENT 

RE: Prohibited contacts with Agencies: 

ro.iIgv:iup jnsffigrjndaa 


As discussed in our neaiorandum of February 22, 1993 
(copy attached) , it is iaportant that all members of the White 
House staff recognize that there are significant restrictions on 
the kinds of communications a member of the White House staff say 
have with independent regulatory agencies, executive branch 
agencies and their components. It is also important that senior 
members of the White House staff ensure compliance with these 
restrictions within their offices. 

This memorandum is intended to clarify certain issues 
discussed in our February 22 memorandum. The following points 
are intended to supplement, not replace, our February 22 
memorandum, and the February 22 memorandum should continue to be 
consulted for the broader range of topics it covers. 

The rules discussed below and in our original 
memorandum are intended to provide guidance in the absence of any 
other formalized process for White House input in regulatory 
matters. As noted in our February 22 memorandum, the President 
and Vice-President are presently considering certain changes to 
the regulatory review process, and further instructions on 
contacts with regulatory agencies nay be forthcoming as those 
changes are adopted. Moreover, these rules do not overturn those - 
existing Executive Orders that provide mechanisms for regulatory 
review (particularly defining the role of the Office of 
Management and Budget) . The procedures set forth in these orders 
can continue to be followed. 

1. A8 a general rule, no member of the White House 
staff should contact any independent aaencv (or its componente) 
with raapeot to any pwtding or inv.stlo.tlv. 
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It may be appropriate in certain circumstances for White House 
staff to discuss rulemaking matters with an independent agency; 
but prior to doing so. White House staff members must first 
consult with the counsel's office. White House staff members 
should also consult with the Counsel's office before discussing 
general policy matters, or administrative or legislative issues, 
with an independent agency* Such consultation with the 
counsel's office can address broad areas of ongoing discussion. 

(A list of independent agencies is set forth on page 2 of our 
February 22 memorandum.) 

2. If an independent agency contacts a member of the 
White House staff for information, it is normally appropriate for 
the White House staff member to respond to such an inquiry* It 
is important, however, that no such discussions occur if (a) the 
White House staff member (or a relative, friend or business 
associate) has a personal interest in the matter at issue; (b) 
the inquiry relates to a particular nilemaking matter and the 
White House staff member is aware the private parties have been 
lobbying the White House with respect to that matter; (c) the 
inquiry relates to a particular adjudicative or investigative 
matter* Furthermore, in responding to such inquiries, it is 
important that White House staff members respond only to the 
specific inquiry, and not have discussions that would otherwise 
be prohibited without prior counsel's office approval. 

3. As a general rule, no member of the white House 
staff should contact any executive b ranch agency (or its 
components) with respect to any pending adjudicative or 
investigative matter. In some circumstances, it may be 
appropriate for White House staff to have discussions with 
executive branch agencies concerning rulemaking ; but prior to 
doing so, White House staff members should first consult with the 
Counsel's office. The purpose of such consultation is to ensure 
that no private parties are receiving preferential treatment, or 
having undue influence upon, the rulema)cing process. (A list of 
executive branch agencies with significant regulatory or 
adjudicative functions is set forth on page 3 of our February 22 
memorandum* ) 

4. AS a general rule, no clearance is necessary 
before a member of the White House staff contacts an executive 
frrapqh ^gepcy to discuss general poliev matters or 
administrative, executive or legislative issues. Keep in mind, 
however, that such discussions become inappropriate when (a) the 
White House staff member (or a relative, friend or business 
associate) has a personal financial interest in the matter being 
discussed or (b) the White House staff member is, or appears to 
be, acting on behalf of a private party that has a financial 
interest in the matter being discussed* 
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5. Whitt House staff should confer with the counsel's 
office before contacting independent or executive agencies with 
respect to particular individuals. Moreover, White House staff 
should be sensitive to the constraints placed on agencies by the 
provisions of the Privacy Act of 1974. 

6* Agencies in the intelligence coaaunity should not 
be contacted directly without first coordinating any such 
contacts with the Assistant to the President for national 
Security Affairs. Where issues of individual privacy arise, the 
Counsel to the President should also be contacted. 

7. No nesber of the White House staff should contact 
any procurement officer about a contract in which that staff 
member has a personal financial interest or in which a relative# 
friend or business associate has a financial interest. Moreover# 
if contacts are made in circumstances where no such financial 
interests are present, (a) such contacts should# to the extent 
possible, be made after the contracting procedure is completed 
and (b) the lacX of such financial interest should be made known 
to those receiving the communication so that unintended 
inferences do not arise. To avoid even the appearance of 
impropriety in procurement# the Counsel's office should be 
consulted prior to any White House staff contacts on procurement 
matters . 


8. Special rules apply to contacts by White House 
staff with the Department of Justice and with the Department of 
the Treasury. Those rules are set forth on pages 5 and 6 of our 
February 22 memorandum. Note that members of the White House 
staff may communicate directly with either Department with 
respect to policy, legislative or budgetary matters. 

9. The rules governing contacts with agencies apply 
fplly to matters concerning airlines and the airline industnr- 
Private parties attempting to solicit white House support on 
domestic airline regulatory natters should generally be referred 
to the agency with rulemaking or regulatory authority. Zn 
addition. White House staff members must always refuse to discuss 
with interested private parties cases subject to the President's 
approval under section 801 of the Federal Aviation Act 
(concerning Presidential review of international aviation 
decisions). The Counsel's office should be consulted before a 
member of the White House staff has discussions with parties 
interested in pending regulatory mattcurs affecting an airline or 
airlines. 
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THE WHITE HOUSE 
WASHINGTON 

May 4, 1993 

NEMORAMOUM FOR ALL WHITE HOUSE STAFF 

FROM: BERNARD W. NUSSBAUH 

Counsel to the President 

STEPHEN R. NEUWIRTH 

Associate Counsel to the President 

RE: Pcohibitg^. CgntagJfc»-*tAth-&a«ii9ifla 


By memoranda dated February 22 and March 8, 1993, we 
set forth the policies governing communications by members of the 
White House staff with independent regulatory agencies, executive 
branch agencies and their components. In those m<UBoranda, ve 
explained that certain communications are prohibited without 
prior approval from the White House Counsel's office fe.g. . 
communications with the Department of Justice concerning pending 
criminal or civil cases and investigations, and communications 
with other agencies concerning other adjudicative, investigative 
or rulemaking matters) • 

Our memoranda also noted that the President and Vice 
President are considering certain changes to the regulatory 
review process, and that further guidance will be forthcomino 
with respect to communications with agencies concerning pending 
regulatory and rulemaking matters. (Many such communications on 
regulatory and rulemaking matters are prohibited under the 
policies currently in effect, as set forth in our memoranda*) 

The regulatory review project — which is being 
coordinated by Jack Quinn, Counsel to Vice President Gore, in 
close cooperation with Sally Xatzen, the Administrator-designate 
of OIRA — should be completed during the next six to eight 
weeks, zn the interim, and in order to ensure that the various 
offices within the White Bouse do net send eonflieting messages 
to any agency or department, all communications with agencies on 
specific recrolatorv and rulemaking matters should be discussed ig 
advance with Jack Quinn. (Once Sally Xatsen is oonfiraed by the 
Senate, all such coamualeations should be discussed with her.) 

All other communications requiring clearance from the 
Counsel's Office l.p. . communications concerning pending 
adjudicative and investigative matters, as well as matters 
involving international aviation — should continue to be cleared 
with us • 
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At tho same tine, v« reiterate the guidance in our 
prior nenoranda that nembers of the White House staff nay 
coanunicate directly with agencies or departments with respect to 
policy, legislation or budgeting matters. Such communications 
are appropriate if they do not address particular pending 
adjudicative, investigative or rulemaking matters. 

Thank you for your continuing assistance and 
cooperation in this area. 
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THE WHITE House 
WASHINGTON 


July 2, 1993 

MEMORANDUM FOR NHZTE HOUSE STAFF 


FROM: 


BERNARD N. 
COUNSEL TO 


NUSSBAUM 
THE PRESZD 



CLIFFORD M. SLOAN ^ 

ASSOCIATE COUNSEL TO THE PRESIDENT 


re: Policy Reg arding investigations and iDgeg^lnatorv 


In prior aenoranda of February 22, 1993 and March 9, 1993, 
wa set forth policies governing cosBunications between aeabers of 
the White House staff and independent regulatory agencies, 
executive branch agencies, and their components. This asaorandUB 
is intended to supplement our prior aeaoranda and to explain 
White House policy regarding investigations and investigatory 
agencies. 

(1) ccgm<22g ji T g 

White House contacts with investigatory agencies may arise 
in three circumstances: (1) contacts regarding the initiation of 
an investigation, (2) contacts regarding a pending investigation 
or case, and (3) contacts regarding adainistrative aatters. 

a. IhtLOl 

White House staff may have knowledge of a possible violation 
of lav or wrongful activities involving White House facilities or 
personnel. Such information should be coBsunicated to the 
Counsel to the President. If Counsel determines that contact 
with the FBI is warranted, Coiinsel will initially contact the 
Attorney General, the Deputy Attorney General, or the Associate 
Attorney General. If continuing contact is required, counsel and 
the senior Justice Departaent official with whoa Counsel is 
dealing will design and monitor the continuing contact. 

As stated in prior aeaoranda, with respect to pending 
investigations or eases, any written or oral coaBunications 
should be directed to t^ Counsel to the President. If 
appropriate and necessary, Counsel will contact the Attorney 
General , the Deputy * Attorney “General r cr “ the* Associate Attorney 
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(2) wM-goyia mw-omcg piggwgffM qz mom 
impnQKsi9xa 

Tho White House Press Office generally should not disclose 
ongoing investigations. In extraordinary circuastancea , it is . 
possible that a disclosure would be deteniined to serve the 
public interest. Even in such extraordinary circuastances. Press 
Office disclosure should be Bade only with the approval of (l) 
the Counsel to the President and (2) the Chief of Staff or Deputy 
Chief of staff, such disclosure should be Bade, Boreover, if 
possible, only after consultation between the Counsel to the 
President and senior officials of tho investigative entity ^s 
DepartBent. 

O) PMgfl, OEZICLgflmsI JlTtLCTZ 

The White House Press office responds to inquiries and 
provides inforaation. A routine adainistrative function of the 
Office is consultation with spokespersons for Oepartaents and 
agencies regarding public stateaents and publicly available 
inforaation. Nevertheless, it is essential to avoid any possible 
appearance of interference with the FBI. Accordingly, in the 
future, if the Press Office desires to coamUnicate with fbz 
spokespersons concerning public stateaents about a pending case 
or investigation, the Press Office should contact the Counsel to 
the President. It the coaaunication is appropriate. Counsel will 
notify the Attorney General, the Deputy Attorney General, or the 
Associate Attorney General before it takes place. If continuing 
contact is required. Counsel and the senior Justice Departaent 
official with whom counsel is dealing will design and Bonitor the 
continuing contact. 
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Skadden, Arps, Slate, Meagher & Flom 


fax: I202> 393-S7eO 

OineCT DIAL 
(202) 371- 


lAAO NEW YORK AVENUE, N.W. 
WASHINGTON. O.C. 20005-21 1 1 
( 202 ) 371-7000 


July 8, 1994 


BOSTON 
CHICAGO 
HOUSTON 
LOS ANGELES 
NEWARK 
NEW YORK 
SAN FRANOSCO 
WILMINGTON 

BEUING 
BRUSSELS 
BUDAPEST 
FRANKrURT 
HONG KONG 
LONDON 


PARIS 


SYDNEY 

TOKYO 


BY HAMD 

The Honorable Donald W. Rlegle, Jr. 

Chairmaui 

The Honorable Alfonse D' Amato 
Ranking Member 

United States Senate Committee on Banking 
534 Dlrksen Senate Office Building 
Washington, D.C. 20510-6075 

Re: Document Request to John Podesta 

Dear Chalrmsin Rlegle and Senator D' Amato: 

As counsel for John Podesta, Assistant to the 
President and Staff Secretary, we write today In response 
to your Committee's letter of June 22, 1994, requesting 
that he provide you with certain documents. Earlier this 
year, Mr. Podesta reviewed his files to identify docu- 
ments responsive to grand jury subpoenas issued by Spe- 
cial Counsel Robert B. Flske. That review also will have 
Identified all documents then In Mr. Podesta' s posses- 
sion, custody, or control responsive to your Committee's 
request . 


The documents thus Identified were furnished by 
Mr. Podesta to the Office of White House Counsel. No 
personal documents were withheld. We understand that the 
Office of White House Counsel has reviewed the documents 
furnished by Mr. Podesta and provided you with copies of 
the same that are responsive to your Committee's request. 
We are advised that in accordance with an understanding 
reached between representatives of the White House and 
the Committee, the document production by the White House 
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The Honorcd>le Donald W. Riegle, Jr. 
July 8, 1994 
Page 2 


in these circumstances satisfies the Committee's June 22 
request to Mr. Podesta. 

If you have any questions in these regards, 
please do not hesitate to call us. 

Sincerely, 
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THE WHITE HOUSE 

WAS H i NGTO N 


July 1, 1994 


Hon. Donald W. Riegle, Jr. 

Chairman 

Hon. Alfonse M. D'Amato 
Ranking Member 

Committee on Banking, Housing and 
Urban Affairs 
United States Senate 
534 Dirksen Senate Office Building 
Washington, D.C. 20510-6075 

Attention: Kelly Cordes, Chief Clerk 

Dear Sirs: 

This letter is to respond to your June 22, 1994 letter 
request for certain records in preparation for the hearings 
directed by Senate Resolution 229. 

As page two of your letter anticipates, I have provided 
records responsive to your request to officials in the White 
House Counsel's office. I do not have a list of all of these 
documents, but I have been assured that all such documents 
responsive to your request will be produced by the White House in 
accordance with understandings reached between the Committee and 
the White House. 

Beyond this, I have enclosed with this letter a copy of my 
personal notes summarizing my interview with the FBI on Friday, 
July 30, 1993, Bates stamped 300,000 - 300,003. For convenience, 
I have also enclosed a typed version of these notes. Bates 
stamped 400,000 - 400,003. 

If you have further questions, please do not hesitate to 

call. 


Very truly yours, 

Clifford M. Sloan 

Associate Counsel to the President 
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Typed version of handwritten 
notes of C3.ifford M. Sloan 
Page 1 of 4 


"1:00 pm 


"7/31/93 

"The FBI interviewed me on Friday, Jan. 30. [sic] 

"They began by asking me to describe everything 1 had done since the 
suicide. I described Bemie's phone call to me on Tuesday night. I described the 
situation on Wednesday, when we were huddled in Bernie's office, including the 
President's stopping by to console us. I also described the President's condolences 
to the staff. Then on Wednesday we met with the Park Pohce, the FBI, and DOJ. 

"On Thursday, the Park Police and the FBI interviewed the secretaries. In 
the afternoon, Bernie reviewed the files in Vince's office in the presence of me, 
Steve, Bill Burton, Michael Spafford, 2 DOJ lawyers (David MargoUs and Roger 
Adams), 2 FBI agents, 2 Park PoUce, and 2 Secret Service agents. 


Typmd vmiioQ of handbirlttan 
notOB of C3.1f ford N. Sloan 
Paga 2 of 4 
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"They questioned me extensively about the briefcase. I explained that 
Bemie had taken some files out - I was not sure whether they were in file folders 
or not. The briefcase was relatively thin and was not bulging. I cannot remember 
exactly whether 1 looked in the briefcase or not, but 1 think I recall thinking it 
was empty because I thought it was a personal effect (which could have been sent 
to Jim Hamilton). The FBI agents expressed some skepticism that I would not 
have seen an 3 rthing in the briefcase. But I told them the truth, as related above. 

"I explained that, on Friday, I was at the funeral. Early Saturday, 1 left for 
the beach. Monday and Tuesday, I worked on the Freeh Confirmation and other 
matters. I foimd out about the note for the first time on Tuesday night after it 
had been turned over to 
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Typed versloQ of handMritten 
notes of diffoKd M. Sloan 
Page 3 of 4 


authorities. They asked me if I knew the substance of conversations about 
whether to turn it over, including whether it should not be turned over because it 
had damaging material. I told them I didn't know the substance of those 
conversations, wasn't a party to them, had only heard vague fragments or 
references. They asked me if I knew any other version of these events, and I said 
no. They asked me if I knew of any other notes. I responded that I understood we 
were looking for suicide notes or extortion/blackmail notes, and I knew of no other 
such notes. I also explained that I had not personally reviewed every document in 
Vince's office. 

"One of the agents expressed skepticism about my not 



Typed vmiloQ of bancbirittn 
notos of Clifford M. Sloan 
Page 4 of 4 
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knowing until Tuesday night because he thought the news would have travelled 
quickly. I responded that 1 did not find it unusual and that, in any event, it was 
what had happened. Another agent expressed skepticism that, if it had been 
written shortly before his death, it would have been at the bottom of his briefcase 
under a number of files. I explained that it was forcing me to speculate, that 1 did 
not know when the note was written, and that, at any rate, I find it conceivable. I 
take everything out of my briefcase when I go home and put it back in the next 
day." 
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Brand & Lowell 

AMOniUOiML eoRPoivcnoN 
VS9 HIFTCENTH 8TRECT, N.W. 
WA8HIN0T0N. D.C. eOOOB 


July 1994 


Tnx^HONE; (MDaeaHiroo 
TtLceomifi: 


Th« Honorable Donald W. Rlegloi Jr* 
chainum 

Uhitad stataa Senate 
camilttee on Banking » Housing and 
Urban Affairs 

SD-534 Dirksen Senate office Building 
Washington, D.c. 20 S 10-6075 

Attn I Kelly Oerdes 
Dear Nr* Chaiman: 

I represent George St^phanppoulos and an responding to your 
June 33, 1904 letter requesting documents in connection with 
hearings to be conducted under Senate Resolution 229* 

It is ay understanding that the White House has gathered and 
is producing any documents relating to my client vhich are vithin 
the description you provided and that there are no additional 
documents within his personal possession or control concerning 
the subjects specified. 



SNBtmob 
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Philadelphia 
LOS Anoclcs 
Miami 
London 
Frankpurt 


Morgan, Lewis S Bockius 

Counselors at Law 
1800 M Street. N.w. 
Washinoton. D.C. 20038 
TelKPHOMK: isoai 4S7-7000 
Fax: ISOXI 4S7-7I7S 


Washinoton 
New York 
Harrisburo 
San Oieoo 
Brussels 
Tokyo 


Edward S.G. Dennis, Jr. 

Dial OinccT lEOEl 4S7-704S 

July 1, 1994 


Honorable Donald W. Riegle, Jr. 
Chairman 

Committee On Bcuiking, Housing and 
Urban Affairs 
United States Senate 
534 Dirksen Senate Office Building 
Washington, D.C. 20510-6075 

HonorcUDle Alfonse M. D' Amato 
Ranking Member 

Committee On Banking, Housing and 
Urban Affairs 
United States Senate 
534 Dirksen Senate Office Building 
Washington, D.C. 20510-6075 

Re: Margarst . .Billiame 


Gentlemen: 


Please be advised that I represent Margaret Ann 
Williams, Chief of Staff to the First Lady. As Ms. Williams' 
counsel, I have been provided with a copy of your June 22, 1994 
letter to her. 

As you know, the Office of Independent Counsel 
previously issued grand jury subpoenas to Ms. Williams and the 
White House. At that time, Ms. Williams provided the Office of 
White House Coiinsel with all documents in her possession, custody 
or control which were responsive to the subpoenas. The Office of 
White House Counsel then produced those and other documents to 
Independent Counsel. I understand that an agreement has been 
reached \uider which the Office of White House Counsel will 
produce to the Committee copies of the documents that office 
produced on Ms. Williams' behalf in response to the grand jury 
sxibpoenas. I further understand that, insofar as documents 
created in the course of Ms. Williams' official duties are con- 
cerned, this production by the Office of White House Counsel will 
satisfy the document request set forth in your June 22, 1994 
letter to Ms. Williams, subject to the Committee's right to 
request further information at a later date. Please be advised 
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MOROAN, Lewis K Bockius 

Honorable Donald W. Riegle, Jr. 

Honorable Alfonse M. D' Amato 
July 1, 1994 
Page 2 


that Ms. Williams has no personal documents responsive to your 
request . 

Please do not hesitate to contact me if I may be of 
further assistance. 



lennis, Jr. 


ESGD/ljr 



